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Congratulations, New York 






ON A JOB WELL DONE 


BY L. S. CROWDER 


2 4 especially fitting vesdene 

that our most constructive convention was 

held in America’s metropolis and the home 
of our largest national unit. It is fitting, too, that 
all previous attendance records, with more than 
1,200 registrations, should have been broken. 


The convention closed one of the National’s most 
successful years, with the largest net membership 
gain since 1937 and the third largest since 1931. 
More important still was the fact that we now 
number more national units than at any time in the 
history of the Association. 


Probably at no convention have we had such an 
array of outstanding speakers representing the 
Government, financial institutions and_ retailers. 
Because of the diversification and importance of the 
subjects, the addresses held the interest of every 
delegate. Six addresses are published in this CREDIT 
Wortp. Others will appear in August and the 
remainder in September. 


The convention activities were expedited by the 
efficient handling of the program by President Erwin 
Kant. A rising vote of thanks was extended to him 
for his excellent work as President. In addition to 
devoting considerable time to his Association duties 
he traveled many thousands of miles and carried a 
worthwhile message to members in many cities. He 
attended the annual meetings of Districts 3, 4, 5, 6, 
12 and 13, and the meeting of the Legislative Com- 
mittee which was held in Philadelphia last February. 
He also visited New York on two occasions, in 
October and in February, to confer with the com- 
mittee of the New York Association on convention 
matters. The thanks of the Association are due 
Mr. Kant for his untiring efforts and to Mr. Max 
E. Friedmann, President of Ed. Schuster & Co., Inc. 
for his liberality in permitting him to devote so much 


Shown at extreme left is President Kant introducing Mayor Fiorella LaGuardia at his left. 
Others from left to right are: Miss Ethel Dopp, retiring President, Credit Women’s Breakfast 


time to his official duties, a contributing factor in our 
success during the past year. 

While many vital problems were discussed and 
constructive action taken, the resolution of Mr. 
Leopold L. Meyer, Executive Vice-President of 
Foley Brothers, Houston, Texas, which was unani- 
mously passed by the convention and which proposed 
that a meeting of trade association executives be 
held in Chicago between July 15 and August 1, to 
consider revision of installment terms, created con- 
siderable enthusiasm and much favorable comment. 
This important resolution appears onpage 8, 
and you are urgently requested to send sug- 
gestions to the National Office, immediately, 
to guide us in our deliberations at Chicago. 

Another resolution (page 10), to which your 
attention is directed, refers to installment terms, and 
was unanimously passed by the convention. 

The several group meetings produced outstanding 
programs and were, as always, well attended. The 
joint meeting of the Installment and other Groups 
for a discussion of installment legislation had the 
appearance of one of our general sessions. The 
discussions will appear in the Department Store 
Proceedings. 

The cooperation of the New York Convention 
Committee in connection with the general and 
group programs contributed an appreciable amount 
to the success of the convention. The entertainment 
for guests of delegates in the afternoons and for 
delegates and guests on Sunday and Tuesday eve- 
nings, and the grand finale—the banquet and enter- 
tainment at which 1,500.to 1,600 were present on 
Thursday evening—climaxed a most successful and 
enjoyable convention. 

Thank you, New York, for your splendid 
contribution to our 29th Annual Conference 
and Credit Sales Forum! 
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s 


Clubs of North America; J. E. R. Chilton, Jr., retiring President, Associated Credit Bureaus 


of America, Inc.; and L. O. Doty, Credit Manager, Hotel New Yorker 

















The RETAIL CREDIT DILEMMA 
as Perceived hy a Radical 


LEOPOLD L. MEYER* 


Executive Vice-President 
Foley Bros. 
Houston, Texas 


t is evident that in the minds of those whose activi- 

i ties are revolving about consumer relations, par- 

suum ticularly as applying to the retail credit structure, 

there is an almost tangible concern about the tendencies 
and trends for the future. , 


More often than not when uneasiness arises in busi- 
ness, relative to any function of economic character, it 
may be traced to one of three reactions: A consciousness 
of questionable practice in the past; doubt as to the 
eficiency of the current operation; or apprehension as 
to sound policy for the future. For one of many reasons, 
all three factors referred to must be analyzed for a 
proper appraisal of the present dilemma, that will likely 
be solved more by conjecture than by proof conclusive. 

In my discussion I shall undertake to touch upon the 
three angles of this proposition, and present an issue that 
hopefully may be worthy of your consideration and 
reflection regardless of your ultimate conviction. In 
the discussion that may follow, let us think of ourselves 
not as judge and judged, but as a corps of scientists at 
a clinic, consulting on a matter of life and death, not 
indulging in recriminations, not observing customary 
ethics, but rather dispassionately and unemotionally 
diagnosing a case with one ulterior motive; namely, to 
arrive at the facts for the purpose of effecting a cure. 

I must presume that there is a general agreement upon 
the lack of scientific practice in the application of credit 
during the last 30 years. I am unwilling to believe that 
men as smart as you are as a class have the remotest 
idea that retail credit, with all of its ramifications, has 
been applied against any theory that could be sub- 
stantiated by the principles of economics. It has been 
more or less a rule of reason. It must be admitted by 
us who want to be honest in our reflections upon our 
predicament that as each problem involving retail credit 
has arisen, it has been solved by expediency rather than by 
well-founded deduction, and that each procedure that has 
been invoked has been inspired by the presumption that 
a dollar made was a dollar earned, almost regardless of 
the means to an end. 

I am thoroughly of the opinion that the development 
of credit selling was wise and justifiable; I am further 
definitely of the conviction that the promotion of regular 
charge accounts has proved the efficacy of the system 





*An address delivered before the 29th Annual Conference 
and Credit Sales Forum, New York, N. Y., June 16, 1941. 
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and has done for retail business more than any other 
vehicle that retailing ingenuity has invented. My 
criticism, however, has been and still is that natural 
controls have not been applied and that if they had been 
applied, scuttling the whole economic theory of c:edit, 
as it pertains to retailing, would never have come about. 
Conversely, I am convinced that what I conceive of as 
the breakdown of the credit machinery has been attrib- 
utable to the unwillingness of the retail merchants to 
apply the brakes and to employ the same character of 
reasoned decision in retail credit as has been acknowledged 
logical and sound in credit as practiced in all other lines, 
and as is employed by merchants in other departments of 
business. 

Retail credit was originally extended upon the pre- 
sumption that all accounts would definitely be paid in 
full within 30 days after the date of purchase. It was 
upon this preconceived basis that credit selling became 
common practice. It was upon this plan and none other 
that the original credit machinery was constructed. The 
credit bureau was organized with this theme in mind 
and the free interchange of credit information became 
customary only after the 30-day credit extension plan 
came to be considered by merchants generally as a work- 
able proposal. I confess that changing conditions, 
socially and economically, justified in due time, and 
after a most satisfactory experience, a departure from 
the strict 30-day basis. It is also obvious that after 
approximately 30 years of experience in open credit, 
the gradual extension to the 90-day payment plan is 
practicable, and that to that extent the credit bureau 
has continued to operate. However, that is as far as the 
plan is sound, and that is the limit of the extent to which 
the credit bureau can continue to function as a control of 
credit extension. I feel that I am generally familiar 
with credit interchange practices and with the usual 
setup of the credit bureau, and know of very few com- 
munities in which any special machinery has been 
developed to control wild credit of the type with which 
we are familiar today. However, I shall not enlarge 
upon matters pertaining to the credit information inter- 
change system and the mechanics of the credit bureau, 
but am presuming that it is understood that first and 
foremost the credit bureau is the servant of the credit 
department and that as controls for credit department 
operations are perfected, the workings of the credit 
bureau must be reformed to meet its new responsibilities. 

The tragic by-development of retail credit is the theory 
of installments, a theory based not on science in business 
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but rather upon the presumption that most people are 
honest. I do not challenge the obvious. Nevertheless, 
human beings are frail, and they are few and far be- 
tween who are the masters of their will. Inclination 
to overindulgence is as natural as any less attractive 
human instinct with which we are cursed, and in order 
to satisfy our desires, pursuit of the path of least resist- 
ance is most normal, and as has been said, ‘Following the 
line of least resistance is what makes rivers and men 
crooked.” The retail merchants of the nation, and I 
speak, of course, in a restricted sense, have capitalized 
on human frailty and have exploited every weakness that 
the consumer public has revealed. The public has be- 
come groggy with representations, often false representa- 
tions, as to the character, quality and utility of certain 
types of merchandise and has been deluded as to actual 
cost factors because of the questionable manner in 
which terms and carrying charges have been shrewdly 
Merchants who otherwise have observed the 
highest standards of respectability and ethics in business 
have fallen a prey to the lure of a scheme, which, though 
ingenious, incorporates every germ of destruction of 
potential consumer buying. 


described. 


Easy Credit Causes Unhappiness 


I do not believe that it is sound, business-wise or 
morally—for the national economy or for our social 
structure—to weaken the stability of the American 
household by making it absurdly easy for financially 
irresponsible people to satisfy every whim and fancy in 
the procurement of the material things of life. Domestic 
tranquility may be undermined more certainly by the 
snare of easy credit than by any cause that can be called 
to mind. 





The assumption of debts beyond capacity to 
pay causes unhappiness and mental discomfort, and pre- 
cipitates social unrest and domestic strife. There is little 
question but that the social revolution through which we 
are passing has resulted from unsatisfied desires for the 
luxuries of life which the masses have been taught to 
demand and expect. As unhappy as the realization may 
be in the capitalistic system to which we subscribe, it is 
not in the order of things for each of us to have the 
plenty that the few are in position to enjoy. If the 
doctrine is to be maintained that there shall be no inhibi- 
tions against unjustifiable demands for the last drop from 
the cup of material life, and that the standards of living 
shall be raised to such exaggerated levels that the man of 
comparatively modest income today shall enjoy what 
the man of means dared not covet on yesterday, then my 
fear is that socialism can be the only result, and that 
the capitalistic system as we conceive of it today may not 
survive. 

To make the statement that in their credit operations 
all merchants have sacrificed principle or policy for profit 
would be an exaggeration. There are those today as 
ethical and upstanding as any merchants who ever graced 
the name of retailer. An encouragingly large number 
of successful merchants whose credit policies have always 
been conservative, and to whom we may point as a basis 
for a reactionary movement in the future, and which I 
shall recommend, have consistently employed customary 
credit as the means to greater and yet sound volume. 
They have in their businesses avoided every doubtful 
practice, installment credit more specifically, not so much 
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because the latter medium has been considered un- 
dignified, as some contend, but rather because it was 
contemplated as dangerous and without control mechanics. 
However, too great a number of otherwise sound and 
upstanding merchants have exploited credit as the means 
to develop greater volume and have subordinated mer- 
chandising to credit promotion. To these latter may be 
ascribed the cause for a rather demoralized credit factor 
as it is viewed today. 

It is a very simple thing to charge the merchants of 
the nation with responsibility for the dilemma which now 
confronts the field of retail credit, but as a matter of 
fact every individual or agency involved in credit prac- 
tice may be in some respects culpable for the degeneration 
of this department of retailing. If the merchant is more 
at fault than any other agency it is because he at least 
has had the authority to establish credit policy and to 
enforce his decisions upon his subordinates. The mer- 
chant’s defense is that he has merely met competition, 
but in so doing he has been unmindful of the fact that 
a courageous merchant need not meet competition if 
that competition is presented from a source unworthy 
of respect. If in meeting that competition he sacrifices 
more than he stands to gain by failure to observe a tenet 
of retailing that may, under certain circumstances, be 
defective. In the unhealthy competition to which I make 
reference, competition in terms and not in merchandising, 
the merchant has submitted to pressure from the lowest 
character of competition in his community rather than 
undertake to stamp out the unscrupulous terms-vender 
who has been the prime factor in sabotaging a great 
vehicle in retail trade. By pursuing this weak-kneed 
policy rather than discounting inferior competition or 
attempting to drag the unprincipled retailer up to the 
higher basis of operation, the otherwise reputable mer- 
chant has unwittingly permitted retail credit to sink to 
an almost hopeless depth. 


Merchants Disregard Importance of 
Credit Department 


Despite the fact that, for the sake of argument, some 
defense, poor as it may be, may be advanced for the 
merchant who has been obsessed with the danger to his 
business if competition were not met, there is one argu- 
ment against which the merchant cannot be defended; 
namely, that he has failed to give the credit man the 
benefit of the doubt in all matters pertaining to credit, 
whether it be in connection with the establishment of 
policy or the mechanics for enforcing the policy. The 
merchant has not realized that the credit man might 
be a very ingenious person in connection with credit 
problems in particular, and at the same time quite a 
resourceful business man in general. He has not been 
aware of the fact that a good credit man must be a 
super-salesman and not a deterrent to sales, which fool 
thought developed through the machinations of mer- 
chandise men who customarily will sacrifice principle, 
policy and profit for sales volume. The merchant has 
forced the credit department to cater to merchandise 
elements rather than that merchandise credit sales pro- 
cedures should conform to credit department ethics. The 
credit department has been charged consistently with 
being an expense burden rather than an investment in 
expense. 


The CREDIT WORLD 





Cre 

a 
deci 
the 
nific 
som 
abs« 
pra 
imp 
obse 
cre¢ 
her: 
be 1 
per 
to | 
dep 
Th 
cre 
div: 
to | 


onc 


ma 


1 un- 
t was 
lanics, 
d and 
means 
mer- 
iay be 
factor 


nts of 
h now 
ter of 

prac- 
‘ration 
; more 
t least 
ind to 

mer- 
tition, 
t that 
ion if 
vorthy 
rifices 
i tenet 
es, be 
- make 
dising, 
lowest 
r than 
vender 
great 
-kneed 
ion or 
to the 
e mer- 
ink to 


, some 
or the 
to his 
» argu- 
ended; 
an the 
credit, 
ent of 

The 
might 
credit 

juite a 
it been 
t be a 
“h fool 
f mer- 
inciple, 

int has 

handise 
es pro- 

s. The 

y with 

vent in 


IRLD 





Credit Manager Subordinated to Controller 


There is nothing that I could point to as a more 
decisive index to the merchant’s questionable regard for 
the importance of the credit man’s counsel and of his sig- 
nificance in the organization than the fact that through 
some reasoning which my brain has never been able to 
absorb, the credit man has been subordinated wherever 
practicable to the controller of the business, who has 
imposed upon the credit man a statistical setup for 
observance that must ever hang as an axe over the 
credit man’s head. He is hog-tied by obligatory ad- 
herence to formulae, percentages and ratios which should 
be thrown in the ash can. Any man who thinks that the 
percentage of profit and loss and the ratio of collections 
to outstandings are indices to the efficiency of a credit 
department simply doesn’t know what. it’s all about. 
The biggest step forward in the revitalization of the 
credit end of retailing that I can suggest is the complete 
divorcement of the credit manager from accountability 
to any other sub-executive and to re-establish him as he 
once was, on a parity with the other administrative heads 
of business. My recommendation is to give the credit 
man more rope; he will tie the job up in a knot or 
hang himself. 


Need of Leadership in Credit Circles 


Aware as I am from experience as well as observation 
of the difficult position that the credit man has occupied 
in business, I am prone to sympathize with him rather 
than criticize him, but of one criticism he is deserving, 
namely, that when he began to observe that he was being 
victimized professionally by circumstances over which 
he had no control, and which to him as an individual 
were insurmountable, he failed to capitalize the re- 
sources and power of his national association in the pro- 
motion of theories and policies which to him as an 
individual would have been protective. and concomitantly, 
a salvation to practical credits in retailing. The thinking 
credit man has been aware of the disintegration of the 
credit structure; he has not been sympathetic with un- 
controlled installment selling; but he either has not 
possessed the fortitude to adopt a position, and risk his 
neck to maintain that position, or he has been unwilling 
to assume the responsibility of leadership in stemming the 
tide of as powerful a social and economic force as ever 
challenged the security of business. My consistently 
maintained contact with the credit fraternity has satisfied 
me that thinking within credit circles is as good as it 
ever was, but aggressive leadership is sadly lacking. It 
takes big men to do big jobs, and real leadership has 
been wanting for the attainment, by coordinated effort, 
by aggressive organized action, of that which individuals 
could never presume to accomplish single-handed ; namely, 
the development of machinery for the control of credit 
and the conversion of the merchants of the country to a 
philosophy of credit based upon logic and research rather 
than upon impulse and expediency. 

For years, unremittingly, I have literally begged for 
controlled credit granting and for reformation in collec- 
tion policies. It is rather unfortunate that for nearly 
two decades of association with you men and your 
activities I have continuously played the part of the 
calamity howler. My protestations and admonitions 
have not been gracefully received, but have sometimes 
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been characterized as the pronouncements of an idealist. 
I have never ceased to preach the gospel of credit reform 
and studied control of credit granting in general and 
installment credit, of course, more particularly. I have 
foreseen what has come about not because of any inspira- 
tion, but rather by the application of horse sense to a 
common sense business problem. After years of diligent 
effort and survey, I presented you with a Community 
Credit Policy, the theory of which is as unassailable at 
this moment as it was the day it was submitted. I pro- 
posed a Retail Credit Code which is as logical now as 
when it was conceived, but my pleas for the adoption 
of my propositions were sounded on deaf ears and were 
even met with resentment from less tolerant members 
of the fraternity. In my humble opinion, the Community 
Credit Policy and the Credit Code stand out today as 
a challenge to the credit men of the nation for adoption, 
and as convincing evidence that they themselves are 
qualified for the task of solving the credit dilemma. If 
that job is done it will not be necessary that state legisla- 
tures and the national Government pass laws and regula- 
tions to offset the flagrant abuses and weaknesses that 
you yourselves should have cured by concerted action 
rather than wishful thinking. If the merchants of the 
nation are to be permitted to maintain the system of free 
credit granting as now practiced, controls must be in- 
vented and maintained in credit departments, and credit 
bureaus reorganized to meet the contingency. 


Appeal for Unity 

The atmosphere in this country is surcharged these days 
with an appeal for unity. As a matter of fact, if there 
is any particular explanation for failure to realize a 
more concrete program concerned with the solution of 
the affairs of the nation, it is that there is a lack of 
unity of thought and coordination in action as well as 
conflict in motives and in impulses from many quarters. 
Until the efforts and energies of the administrators of our 
national affairs, of our Governmental departments, of 
our industrialists, of our labor organizations, and private 
citizens as a whole, are methodized, the hopes for results 
in the devisal and prosecution of a national policy cannot 
be crystallized. I am not wise and experienced enough 
to analyze the reasons for dissentience in high offices, 
if disaccord is as real as it is purported to be, and of 
which, incidentally, I have my doubts; but I am familiar 
enough with the facts to know the reason for the lack 
of unanimity in the field of credit. 

It is simply chargeable to the fact that one body of 
capable and perhaps seriously well-intentioned men feel 
that their allegiance is primarily to themselves and their 
firms, and that their own interests will be served better 
by an organization of their own, to be concerned with 
their immediate and personal problems, rather than 
problems of the nation as a whole, as such may pertain 
to the scope of credit. I most certainly can justify the 
position of any body of men who, even if selfishly, 
organize for mutual benefit, whether it be in retail 
credit, socially, or otherwise. My criticism is of the 
fact that these men do not at the same time, as a whole, 
lend active support to the National Retail Credit Associa- 
tion, the recognized national organization with 17,000 
members, devoting its funds and energies toward the 
betterment of retail credit nationwide. I contend that 
even though there may be no basis for such, there is an 














impression that those who are not cooperative with this 
national organization are enjoying benefits to which they 
are not entitled because they are depriving the National 
Retail Credit Association of their potentially valuable 
advice and guidance and influence. ‘This shall not be 
construed as a condemnation of any other organization 
—to so construe it would be to belie my sincere senti- 
ments—but rather as an appeal to the vision and intelli- 
gence of those who are not actively in the fold to con- 
secrate themselves to a national emergency in which they 
may play an important role. 


Cooperate or Else! 


I am of the opinion that the problems confronting 
retail credit have been for some years past, and are at this 
moment, grave enough to tax the brains of the best credit 
thinkers that retailing has produced, and that if all the 
credit organizations in America pooled their resources 
and efforts, their combined capacities would be taxed to 
the utmost in the solution of the credit dilemma. You 
are reminded most respectfully that retail credit organiza- 
tions as we speak of them are the agencies of the mer- 
chants, and the merchants are not interested in any 
petty differences or objectives that may exist between the 
credit personnel represented in the various organizations. 
The retail credit men and credit organizations are either 
going to cooperate or they will lose their influence as a 
factor in business, and will give way to an agency of some 
other character—in which the credit men will not 
figure—that will meet the changing orders as they arise 
and not after they have become insuperable problems. 
To whatever agency that may be, the credit organizations 
will then be subservient. 

Some months ago it was my privilege to make an 
address before another credit organization, and what I 
had to say was most unpopularly received, because I had 
the temerity to give an unvarnished appraisal of credit 
men as I saw them. I dared to suggest to the credit men 
of that organization that unless they met the problem of 
retail credit boldly and intelligently and speedily, they 
might never again be as significant in their business 
affiliations as they were at the time that I was addressing 
them. I seem to feel that the period of grace has almost 
expired, and I unequivocally repeat the warning at this 
time to you and to them. I exhort you to face the facts 
as they pertain to installment selling dispassionately, and 
to cooperate toward righting the wrongs of a dangerous 
system coincidentally with the objective of regaining 
dignity for your profession. 


Value of Credit Department 
Reduced by Cheap Credit 
I have contended for years, and still maintain, that the 
biggest selfish danger for the credit man in his relation- 
ship to installment credit was that the more widespread 
installments became practiced, the less scientific would 
become the credit profession, and the more mechanical 
and less professional the administration of the depart- 
ment became, the less it would be necessary to equip 
those departments with ace executives such as manned 
credit departments in years gone by, and who, when the 
job was well done, were naturally in line for organiza- 
tional promotions. This opportunity for the credit man 
is not in the cards today, and his value has been reduced. 
, Cheap credit has cheapened him and his end of the busi- 
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ness, so much so that there is at this time no inspiration 
for the younger man to build high hopes for a future as a 
credit manager. Potential credit executives have de- 
parted for other fields of endeavor or different branches of 
retailing that are in the ascendancy. 

Repardless of where the fault may have rested in the 
past, the future of credit lies in the hope that a practical 
viewpoint will obtain ; that existing realities and projected 
probabilities will be analyzed; that the unavoidability 
of a recession to be experienced will be accepted as a 
foregone conclusion, and that to meet the inevitable, mer- 
chants and credit men will undertake to define their 
point objective and to devise ways and means to insure 
stability in business by the establishment of a practicable 
course protective to themselves and workable for the 
consumer. It is not sensible to wait until the emergency 
overtakes them, and then to resolve excitedly upon un- 
charted courses and unthought-out procedures. 

Whereas it may not be conceivable to calculate upon 
definite hypotheses from the indeterminable implications 
arising out of a never before experienced economic revolu- 
tion, there are certain founded prognostications which 
may be accepted as indices to discomforting forebodings. 
My analyses may not be correct, but they may be worth 
presenting if for no other purpose than to give you an 
opportunity to tear them to pieces and. through which 
process you may develop your own ideas, which may be 
more trustworthy than mine, and which hopefully, you 
will pass on to the fraternity without being afraid to be 
proved wrong. 


National Defense 

Our country is firm in its resolution that its entire 
productive capacity must be devoted to preparation for 
national defense. In the development of this plan, 
toward which most of us assuredly are conscientiously 
favorable, not only have the resources of the country 
been corralled, but the man power has been mobilized. 
Chaos attendant upon the emergency created by the 
world disorder has effected an unnatural relationship 
between supply and demand, more particularly as apply- 
ing to labor and materials. Whereas the potential supply 
of most products is the same, a price rise has followed 
an acute demand ‘for these products, which, even if 
produced by some unusual concentration of energy, could 
not be utilized when produced because of the lack of 
machinery for conversion. In other words, the demand 
is more psychological than real. “Fhe economic factors 
involving labor are more real. A shortage of skilled 
laborers actually exists, and this distorted and unbalanced 
situation has been aggravated by all involved in labor 
relations. The skilled laborer has undertaken, through 
ambitious leadership, to capitalize on his position to the 
fullest extent, and has carried along with him the un- 
skilled laborer to share the spoils. As a result thereof, 
the increase in wages in certain industries has arrived at 
that point beyond which even labor’s most firm friends 
would balk for further demands. I subscribe most 
heartily to the argument that labor shall have its fair 
returns from production and that labor should share in 
the benefits from profitable production. I believe that 
the standards of living should have been raised from the 
miserable bases that obtained a decade ago, but at the 
same time I recognize the fallacy in projecting those 
standards beyond sensible bounds and creating standards 
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that cannot by any stretch of the imagination be main- 
tained in the future. 


Wages and Cost of Living 

While labor has been playing with an ace in the hole, 
riding the crest of a wave of enforced prosperity, con- 
sumer commodities have been held at reasonable price 
levels controlled through the forces of pressure and 
edict emanating from agencies of the national Govern- 
ment. It is a known fact that at this time wages have 
attained a 17% increase over the level of 1929, a 30% 
increase over the 1930 peak, and 12% above the 1937 
peak, whereas the cost of living of moderate income 
families in the larger cities of the country has risen only 
2.2% above the 1935-1939 average. This disparity can- 
not be sustained. As a matter of fact, the current situa- 
tion is a reversal from normal, for usually wages trail 
the rise in the cost of living. If external factors such 
as Government regulations were not to be brought into 
play, the cost of living would rise at least to a parity 
with wages, even though the process would work some- 
what more slowly than usual because of the supply and 
demand factor in relation to commodities and consumer 
goods, which as yet has not become alarming, as such 
may affect the cost of living. However, there is the 
likelihood that as a result of the state of emergency 
that has been proclaimed by the President, normal 
processes will not be permitted to operate. Ceilings will 
be established, where practicable, for commodities and 
materials as well as wages, in which event, in order to 
appease labor with assurances to which it may not be 
justifiably entitled, fixing a broad disparity between the 
cost of living and wages of labor may be attempted. 
But this situation, even under Government control, can 
obtain only for a comparatively short period. Economic 
forces cannot be legislated out of existence—they must 
conform to established principles—after which the cost 
of living must be coordinated with the wages of labor, 
and with that equalization will come inflation, in my 
humble opinion. As the buying power of the dollar has 
been controlled by psychology and threat, wages are 
making available to the laboring man a far greater share 
of potential consumption than he has ever enjoyed in 
the economic history of this nation. It may be sweet 
flying but it will be tough when he lights. Even the 
most optimistic of us recognize the fact that the present 
situation can be, at best, of short duration. 


After the War, the Deluge! 


Plants and factories operating 24 hours a day, geared 
to a pace of production considered almost impossible 12 
months ago, concentrating on restricted lines, are due 
for a complete shutdown, at hopefully none too far dis- 
tant a day. Of course, I mean after the war. Whereas it 
may be expected that in the natural order of things 
production will find its outlet in due time in the manu- 
facture of consumer items generally, a period of recon- 
struction must follow the present wartime economy. 
Just as slowly as we have been been able to prepare for 
the production of the type with which we are now 
occupied, just so slowly will we be able to readjust our- 
selves for the new era for which we are praying and 
hoping. What shall happen in the interim? The Lord 
only knows! During the present period of preparation 
there has been a progressive production, and gradually 
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the man power of the nation has been absorbed. The 
exact opposite shall be experienced during the period 
of reconstruction, and instead of a progressive absorption 
of labor and man power there will be a delayed re-entry 
into production because of uncertainty which must exist 
for the post-war period as to what to produce as opposed 
to the resolved objective toward which we are operating 
at this time. Against the wage scale that is obtaining, 
consumer credit shall be expanded to the limit. Each 
and every person, if experience of the past may be relied 
upon, is incurring every credit obligation imaginable on 
the inflated wage scale that is being enjoyed. Every 
household, for the duration, will literally groan under 
the burden of its abnormal debt, and when the shut- 
down comes, with attendant deflation of the wage scale, 
the mass of installment obligations may conceivably 
stagger the imagination—that is, unless the tendency is 
stalemated by orderly and economically sound controls, 
diligently applied before it is too late. Incidentally, 
the ratio of the debt to earnings at that time will be 
hopelessly out of proportion, as those debts will have been 
incurred on a high wage scale basis, and will have to 
be paid for on a low wage scale basis. The index to 
wages is the volume of production, and unfortunately, 
individual obligations will be at their peak when pro- 
duction makes its new low. After the war, the deluge! 


Competition With Government 


In fairness to all concerned, the Government itself 
should be charged with contributory negligence in the 
crime against retail credit. It is not for me to question 
the motives that impelled the Government to launch a 
campaign to generate consumer buying through the 
medium of the FHA program. I am mindful of the fact 
that when this proposal was adopted business had stag- 
nated, and the objective was to create production and 
to relieve unemployment and all the other by-problems 
inherent in the depression. Regardless of the reasons and 
circumstances for the Government’s decision, the fact 
remains unalterable, that just at the moment the credit 
fraternity was seriously reflecting upon a policy of re- 
trenchment and the improvement of the mechanics 
necessary to stabilize credit granting, the Government’s 
action threw a bomb shell, on five minutes’ notice, into 
a tottering structure which had required 30 years for 
upbuilding, and literally tore to shreds a fabric that had 
been woven with sweat and blood and years of thinking, 
survey and experience. Without notice the merchants 
of the nation, who were being besought to cooperate with 
the credit men to preserve the function of retail credit 
as a conservative and at the same time productive factor 
in business, were obliged to compete on terms and under 
conditions that could never have appealed to sound busi- 
ness men as practicable. 


When the FHA program was inaugurated my first 
impulse was to inquire into whether or not the credit 
fraternity had been consulted in connection with the 
long-time selling program, and was astounded to learn 
that such was not the case. I felt then as I feel now, 
that the Government failed to avail itself of the benefit 
of the vast experience of highly trained credit executives 
who could have subscribed to the Government’s theory, 
modulated to practicability, yet possible of obtaining the 
desired objective, and who, as parties to the cause, might 
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have advanced a system of control and supervision of 
the mechanics of the proposal which would have met the 
exigency of the times. And now we find a reversal in 
form, and after having created in the mind of the buying 
public the impression that retail credit in business was as 
flexible in terms and conditions as the will and fancy of 
the public, the Government is now devising ways and 
means to curtail the functioning of the very credit system 
which it itself fostered, and to which the public has 
become educated. 


Government Attitude Toward Installments 


The Government attitude toward installments is 
being inspired at this time by the conclusion that certain 
materials and products used in the manufacture of cer- 
tain consumer goods are vital to the defense program, 
and that the procurement of consumer goods manufac- 
tured out of materials against which the system of 
priorities may be exercised should be made so financially 
inconvenient as to reduce the demand therefor to a 
negligible factor. In simple language, this merely means 
that the output of certain consumer items will be so 
reduced that their purchase will be restricted almost 
solely to those in the higher income brackets. 


Whereas, I sincerely respect and endorse the Govern- 
ment’s primary objective, I am most heartily in sympathy 
with the idea of curtailing installment buying for many 
other reasons. I am hopeful that the credit fraternity 
will capitalize upon this opportunity to effect revolu- 
tionary measures to lessen and control installment selling 
of every character, which may be done with the national 
Government’s blessing. I solicit the Government’s con- 
sideration of the special capacity of the personnel of the 
retail credit fraternity, and beg of the properly consti- 
tuted authorities to assign to the credit fraternity the 
responsibility for projecting ways and means for the con- 
trol of installment selling in such a manner and to such 
an extent as to conform to the Government’s objectives: 
1. To insure a reduction of consumer purchases, in cer- 
tain lines; 2. To insure the conservation of private re- 
sources in order that such may be available for the 
nation’s established purposes. 


A Proposal 


In order to prepare for the emergency, I recommend 
that a conference be called of appointees from all recog- 
nized national credit organizations in America, from the 
Associated Credit Bureaus of America, from the National 
Retail Dry Goods Association, and from such other trade 
organizations as are concerned and affected by problems 
involving retail credit generally and installment selling 
in particular, which organizations will likely represent 
every industry selling on the installment plan; and that 
such appointees draft a code for the control of install- 
ment selling of all lines of merchandise on practical terms 
to meet the emergency; and that such code be presented 
to the national Government for approval and endorse- 
ment. If such a code as suggested is adopted, it will 
carry with it in its presentation to the merchants of the 
nation not only the authority inspired by the manner in 
which it has been constructed, but to those who are un- 
willing to cooperate, there will be the veiled threat of 
enforcement by Government edict, which we, as mer- 
chants, hope to avoid. 


Resolution 


In conformity with the proposal, I submit to the Na- 
tional Retail Credit Association, in convention assembled, 
the following resolution for adoption: 


WHEREAS the President of the United States 
has proclaimed a state of national emergency, and 

WHEREAS the hope has been expressed that the 
operation of the emergency could be effected by co- 
operation of private industry with Government agen- 
cies rather than through law or edict, and 

WHEREAS authorized agencies of the national 
Government have expressed the need in the defense 
program for raw materials now being fabricated into 
certain consumer goods, and 

WHEREAS a Government agency is contemplat- 
ing the formulation of laws and orders pertaining 
to the restriction of installment credit, in order to 
control the purchase of certain consumer goods 
manufactured out of the materials required for na- 
tional defense purposes, and 

WHEREAS the retail merchants of the United 
States have at all times and do at this time aspire to 
rendering assistance to the President in the attain- 
ment of his objectives, and 

WHEREAS the National Retail Credit Associa- 
tion is an agency whose membership is composed 
primarily of representatives of the retail merchants 
of the United States, and 

WHEREAS the National Retail Credit Associa- 
tion is of the opinion that the retail merchants of the 
United States would prefer to solve their own prob- 
lems, in conformity with the national Government’s 
objectives, and feels that the merchants will accom- 
plish the desired results without the injection of 
Government authority or command, and 

WHEREAS it is the desire of the National Retail 
Credit Association to cooperate with the retail mer- 
chants of the United States and with the national 
Government’s agency in the accomplishment of the 
Government’s objective, and 

WHEREAS it is believed that the personnel of 
the National Retail Credit Association are especially 
qualified by experience and training to render valu- 
able assistance and guidance to the national Govern- 
ment in connection with the control of installment 
selling, 

NOW THEREFORE BE IT RESOLVED that 
the National Retail Credit Association invite author- 
ized representatives of every national organization 
in America, whose primary function is involved with 
matters pertaining to the extension of credit as ap- 
plied to consumer goods, to a conference to be held 
at Chicago, Illinois, on July 15, 1941, and to con- 
tinue for as long a period as may be necessary for 
the completion of its task, for the purpose of prepar- 
ing a credit code sto govern and control the exten- 
sion of credit and credit functions, installment and 
otherwise, and which shall apply to consumer goods 
of every category and classification. 

BE IT FURTHER RESOLVED that such execu- 
tive conference shall make rules for its own govern- 
ance, and that such code as it may draft, when ap- 
proved by a two-thirds majority of the membership 
of the conference, shall be presented to the Price 
Administrator of the United States in such manner 
as the conference may prescribe, for revision, ac- 
ceptance and endorsement. 

BE IT FURTHER RESOLVED that if and 
when such code shall be endorsed by the Price Ad- 
ministrator and/or authoritative agencies of the na- 
tional Government, within whose jurisdiction such 
matters shall duly fall, ways and means shall be de- 
vised for the publication, administration and enforce- 
ment of such code in such manner as the Price Ad- 
ministrator may recommend, or as the conference 
shall decide. 

BE IT FURTHER RESOLVED that copies of 
this resolution be promptly forwarded to Mr. Leon 
Henderson, Price Administrator; to Mr. Jesse Jones, 
Secretary of Commerce; and to Mr. Marriner S. 
Eccles, Chairman of the Federal Reserve Board; in 
order that no arbitrary action may be taken by these 
departments until such time as there has been af- 
forded the opportunity for the completion of the 
objective outlined herein. 
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WHEREAS, The United States of America is confronted with the 
greatest emergency in its history, and 

WHEREAS, The beneficent blessings of liberty and justice, insti- 
tuted by our forefathers and given to us to guard as a sacred trust, 
and now gravely imperiled, and 

WHEREAS, To successfully pass through this great emergency, 
every citizen must unite in giving his most sincere and whole- 
hearted cooperation to an adequate national defense program, and 
to the principles of the American Republic, as manifested through 
our Government and its constituted agencies, now therefore, 

BE IT RESOLVED, By the members of the National Retail Credit 
Association assembled in convention at New York, N. Y., this 
eighteenth day of June, 1941, that this Association pledges its un- 
reserved and unqualified allegiance and support to our beloved 
Country, our Flag, and to the sacred principles for which it stands; 

AND BE IT FURTHER RESOLVED, That a copy of this resolu- 
tion be sent to the President of the United States, the Vice-President 
of the United States, and to the Speaker of the Congress of the 
United States. 

Number Two 

WHEREAS, As a part of its bankruptcy campaign in the interest of 
retailers, the National Retail Credit Association sponsored the introduc- 
tion in 1934 of legislation to create a central agency in Washington to 
coordinate and make uniform bankruptcy procedure and to investigate 
bankruptcy complaints ; 

AND WHEREAS, As a part of that campaign the National Retail 
Credit Association likewise sponsored another bill in 1934 limiting re- 
muneration of referees not to exceed $10,000 per annum; in effect placing 
referees in large centers upon a salary basis; ‘ 

AND WHEREAS, These objectives have been endorsed by conven- 
tion resolutions ; 

AND WHEREAS, A bankruptcy division, through recent legislative 
enactment, to which the National Retail Credit Association contributed, 
has been established in the Administrative Office of the United States 
Courts ; 

AND WHEREAS, It appears probable that legislation now pending in 
Congress to place referees upon a salary basis of not to exceed $10,000 
per annum will probably be enacted into law at this session; 

AND WHEREAS, passage of such legislation will remove the fee sys- 
tem for referees’ compensation and should, therefore, improve the admin- 
istration of Chapter 13—-Wage Earner Settlements ; 

BE IT RESOLVED, That this convention expresses its thanks to our 
Legislative Committee and to our Washington Representative for the 
progress so made, but believing that even these steps may not provide the 
maximum use of Chapter 13, the Legislative Committee and our Wash- 
ington Representative are directed to take whatever further steps may be 
necessary to insure general use of Chapter 13. 


Number Three 

WHEREAS, The Legislative Committee and our Washington Repre- 
sentative have been conducting surveys and studies in the matter of state 
installment laws in order to be of service to our members where bills in 
connection with such laws have been introduced by legislators ; 

AND WHEREAS, There is pending in Congress the Randolph Bill, 
to regulate installment selling in the District of Columbia; 

AND WHEREAS, The Legislative Committee and our Washington 
Representative have cooperated with a District of Columbia committee of 
retail credit executives and merchants to suggest changes in the bill, when 
necessary ; 
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AND WHEREAS, Enactment of that measure by 
Congress may lead individual states to incorporate in 
their state laws many of its provisions; 

BE IT RESOLVED, That the Legislative Commit- 
tee and our Washington Representative be directed to 
continue their activity on this subject, and to cooperate 
with the District of Columbia committee and other 
state committees to the end that state installment laws 
may be improved when it appears that there is necessity 
for such legislation. 


Number Four 

WHEREAS, The national emergency, as well as the 
decision of the Supreme Court in Federal Housing Ad- 
ministration vs. Burr, has resulted in unexpected develop- 
ments in the matter of a proposed law to permit garnish- 
ment of salaries of Federal employees, such developments 
being outlined in the report to the Board of Directors 
by our Washington Representative; 

BE IT RESOLVED, That the Legislative Committee 
and our Washington Representative are directed to con- 
tinue their efforts for the enactment of such a measure 
and, as a part of such efforts, to cooperate with Govern- 
ment representatives to the end that if and when the 
proposed measure is introduced in Congress it shall con- 
tain provisions assuring the minimum of inconvenience 
and expense to the Federal Government in response to 
garnishment. 

Number Five 

WHEREAS, In the interest of national defense, it 
has become necessary to establish priorities and quotas 
in many defense materials and, in some instances, to 
establish price control; 


AND WHEREAS, In the further operation of 
national defense, many important developments concern- 
ing consumer credit control affecting National Retail 
Credit Association members may occur; 


AND WHEREAS, Recent developments indicate 
some possibility of a movement to amend installment 
sales provisions of the Selective Service Act; 

BE IT RESOLVED, That the Legislative Committee 
be instructed to keep in close touch with this situation; 
to advise members from time to time of developments; 
and to cooperate in all movements having as their 
objective sound administration of consumer credit. 


Number Eleven ~ 


WHEREAS, Although there has been a _ tendency 
throughout the country to adopt sound credit policies in 
connection with installment sales as recommended in reso- 
lutions passed at previous annual conventions of the Na- 
tional Retail Credit Association, some merchants continue 
to advertise easy terms and an insufficient or no down pay- 
ment. It is recognized that such terms contribute to un- 
profitable competition which is harmful to the consumer as 
well as the retailer, therefore 

BE IT RESOLVED, That this Association reaffirms 
the declaration of the Omaha, Nebraska, Convention of 
1936 as follows: That no installment terms should be 
granted without a down payment of 20 per cent, nor for 
periods exceeding the following: 


Electric Appliances Eighteen months 
Furniture and Household Goods Fifteen months 
Radios and similar merchandise Ten months 

Soft Goods Six months 


BE IT FURTHER RESOLVED, That a copy of this 
resolution be published in local newspapers and bulletins 
of retail merchants’ associations, retail credit associations 
and credit bureaus. 
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Give Credit—Get Your Money (The Ronald 
Press Co., New York City, 189 pages, $2.50)—This 
book, by Sam Anthony Ivey, is written to tell you how 
to handle Mr. Jones, the debtor, from beginning to end. 
Based on experience, not theory, the volume applies to 


all types of businesses. (See advertisement page 31.) 


Uy 

Monthly Income Payments in the United 
States, 1929-1940 (Bureau of Foreign and Domestic 
Commerce, Washington, D. C., Economic Series No. 6, 
40 pages, 10 cents)—Another in a series of publications 
prepared by the Department of Commerce on the sub- 
ject of income in the United States. This bulletin is 
published for the purpose of describing in detail the 
sources and methods underlying the estimates and dis- 
cussing the various uses and limitations which should 
guide those who use the statistics. 


a 


Risk Elements in Consumer Installment Fi- 
nancing (National Bureau of Economic Research, 
1819 Broadway, New York City, 163 pages, $2.00)— 
Two easily computed indexes, which can be used by 
installment lenders to analyze the effectiveness of their 
methods of selecting customers, are offered in this book 
by David Durand. The report also works out several 
illustrative credit rating formulas for use by loan 
officers in evaluating the prospects for prompt repay- 
ment by individual applicants for loans. It is the eighth 
of a series of studies of consumer installment credit 
published by the National Bureau. 


ay 


Marketing Used Automobiles (Bureau of Busi- 
ness Research, The Ohio State University, Columbus, 
Ohio, 290 pages, $3.00)—For executives of banks 
engaged in financing used cars, and for executives of 
automobile finance companies. This book by Theodore 
H. Smith, Ph.D., is the first to deal exclusively and com- 
prehensively with the used-car problem. It contains all 
the facts about used cars, developed through painstaking 
research, and is clearly and concisely summarized. 


ny) 


Wage and Hour Manual, 1941 (The Bureau of 
National Affairs, Inc., 2201 M Street, N.W., Washing- 
ton, D. C., $5.00)—The purpose of this volume is to 
help business men avoid violation of the Fair Labor 
Standards Act and enable them to avoid back-pay 
penalties. In it you get all the rulings as to border-line 
cases that have been made, the interpretation of what 
businesses are involved, what are working hours, how 
to prove them to the satisfaction of the inspector, etc. 
A book every attorney, employer or other person con- 
cerned with employee relations should have on his desk. 
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Ps: 


you are an alert credit executive, 
you will take advantage of this 
excellent opportunity to avail 
yourself of the best thoughts and 
experiences of other outstanding 
credit granters on the problems 
confronting the credit world to- 
day. . . Changing conditions de- 
mand that you study to keep in step 


with the uncertain future ahead. 


Order at Once 


1941 DEPARTMENT STORE GROUP CONFERENCE 
PROCEEDINGS 


(Including important addresses and dis- 
cussions on installment legislation.) 


Available Soon Limited Number 


PRICE, $2.00 A COPY 
(NON-MEMBERS, $2.75 A COPY) 
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Aline E. Hower 


In opening a meeting of a 
letter-writing clinic, the Vice- 
President of a large firm men- 
tioned a business letter that his 
ten-year old daughter had been 
writing the evening previously. 
It ran something like this: 

“Sirs: Will you please send me 
your 1000 page catalog as this 
will likely be of help to me. 
Yours truly.” 

Whereupon she turned to her father and asked, ‘Pop, 





is that too personal?” 

Aside from its “personal” aspects, the young lady’s 
letter had a virtue which we can all copy with profit. 
It got right down to the point pleasantly without wast- 
ing any words. 

Here is an idea expertly used by one correspondent, 
in revising a letter to a customer who had asked rush 
service in order to start a sale. Notice how he improved 
the letter by avoiding the word “sorry.” Putting the 
good news first not only improves the effect but also 
cuts the length. 


Original—85 Words 

We were very sorry to learn from your letter of Feb- 
ruary 21 that you did not receive the advertising mats 
for goods recently shipped to you. According to our rec- 
ords we sent the mats and they have evidently gone 
astray in the mail. We are sending mats to you today 
by parcel post. 

Regarding the tray shipment, we are enclosing credit, 
amount $2.20, which will cover the amount to you on in- 
voice No. N3i840. 


We are sorry for any inconvenience this may have 
caused you. 


Revision—72 Words, a Cut of 
15 Per Cent and More Pleasing 


We are rushing today the advertising mats for the 
goods shipped to you. Our records indicate that mats 
were previously shipped, but they have evidently gone 
astray in the mail. 


Regarding the tray shipment, we are enclosing credit, 
amount $2.20, which will cover the amount due on in- 
voice No. N31840. 


Thank you for the complete information given in your 
letter which, we hope, has enabled us to straighten the 
matters out for you. 

One of the things that letter writers seem most re- 
luctant to do, and that includes all of us, is to give up 
words like sorry, unfortunate, disappointed, and the like. 
By much experience, however, I have found that the 
letters of my clients, as well as my own letters, are 
vastly improved through avoiding a gloomy approach, 
saying “We should like to be able to ship,” rather than 
“Unfortunately we cannot ship.” 





Correspondents also seem hesitant to put the big idea 
in the first four words. Notice how expertly our 
correspondent did this and with what fine effect, in his 
revision. How much more inviting and reassuring is 
the opening “We are rushing today” than the one “We 
are very sorry.” 


This Month’s Illustrations 


Illustration No. 1, signed “Rose Field, Personal Shop- 
per,” Rosenfield’s, Baton Rouge, Louisiana, was sent in 
by “Better Letters’ ”’ good friend, Mr. Louis Selig. This 
is another among a number that Mr. Selig gets out from 
time to time which “ring the bell.’ It uses the powerful 
approval appeal in remembering the husband’s birthday, 
in the first place. Secondly, it offers a helpful idea about 
what to get for friend husband. No wonder it pulled! 
Don’t you like it? 

Illustration No. 2 is another from our friend, Miss 
Marion Leleu, Credit Manager, The Brown-Dunkin Dry 
Goods Co., Tulsa, Oklahoma. This letter pulled excel- 
lent results. It is always interesting to analyze just why 
a letter is successful, and in this case one can easily see 
why. The letter appeals to all four of the prime urges. 
It mildly threatens and, therefore, appeals to the first 
prime urge, security. It shows approval by expressing 
confidence in the customer and, therefore, appeals to the 
second prime urge, approval. It asks for action, and 
progress, and therefore appeals to the prime urges of 
action and progress. 

Illustration No. 3 represents the English approach 
Don’t you think it is delightful? Notice the rather 
whimsical wording of the second and third paragraphs, 
“We have since pressed you most courteously and pa- 
tiently,” and “At this stage, some firms find it necessary 
to engage gentlemen who charge a fabulous sum.” No- 
tice the Wodehouse flavor of the postscript. It was 
mighty nice of Miss Stanley to share this with us and we 
are saying a very earnest and sincere-prayer for her con- 
tinued success and for her personal safety. 

Illustration No. 4 from Cottrell’s, The Man’s Store, 
of Denver, uses a very interesting approach which must 
please their customers quite a lot. 


Denver is a great retail center, and the high caliber 
of the letter writing and credit department work there 
makes necessary that every credit manager be quite “on 
his toes” with new ideas. Very hearty congratulations 


to Cottrell’s for a fine piece of work! 
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April 7, 1942 


Mrs. Mary Bookman (1) 
P. 0. Box 95 


University, Louisiana 





Dear Mrs. Bookman: 


Whose birthday will you remember on April 117 
Your husband's, of course] 


Men as a rule pretend that birthdays do not mean 
so much to them, but we girls know that they do 


appreciate being remembered on that day by their 
loved ones, 


Why not express your feelings on that day with 

an appropriate gift from Rosenfield's Men's Store? 
May we suggest a shirt, tie and hose ensemble or 
perhaps some Swank jewelry, Either one we are 
sure will be appreciated by him, 


Drop in today while you have this matter before 
you or better still, if you are too busy with 
your household duties, call us at mya and we will 
be glad to select a gift for you a at the same 
time have it gift-wrapped and delivered. 


Most cordially yours, 
ROSENFIELD'S 


Rose Pield 
Personal Shopper 





Tue Brown-Dunkin Dry Gooos Co. 


Tusa. OK. 


March 16, 1941 
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Mr. Edward R, Stone 
2587 Jackson Street 
Tulsa, Oklahoma 
Deer Mr. Stone 


i to call upon us 
r the Credit Association : 
oN apne By list of delinquent accounts; that is, 
= ones that are over ninety days old. 
y unt 
In making up this list, we are sorry to note that your acco 
stands as follows on our ledgers: 
September A a 
October “= 
November 51.67 
— 
Total $75.19 
j in this list, and 
’ to include your name 
aa — 7 oot ee te one good reason for your account being 
we know the 


dus at least @ 
r - bat won't you kindly sen 

or oenatsel saguant aon and advise us regarding the balance? 
subs e 


We know that we can count on your cooperation in this matter, 
e 4 v 
for which we thank you. 
Yours very truly, 
The BROWN-DUNEIN DRY GOODS COMPANY 


Department of Accounts 
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KEITH BRADBURY 
LIMITED 


NCOMPORATING THE Civil, SERVANTS TAILOMING GUILD 


TAILORS SHIRTMAKERS WOSIERS 
SHOE SPECIALISTS 


137-139-141 REGENT STREET 
LONDON Wi 


“88 em Bramcer 


AND AT REGENT CHAMBERS. /5. WESTOVER ROAD. BOURNEMOUTH 


TELEPHONE BOURNEMOUTH 33:3 
TELEGRAPHIC ADDRESS RITORAD BOURNEMOUTH 


EMS/LH 

A. B. Smith, Esq., 
» Acacia Avenue, 

Kensington, W, 11. (3) 


Dear Mr, Smith, 


5th July, 190. 


If we had suggested that you paid a 
further &1,1.0, before we delivered the last 


goods ordered, you would have been offended, 
and rightly so. 


But we have since pressed you most 
courteously and patiently. for payment of this 
small amount - without success! 


At this stage, some firms find it 
necessary to engage gentlemen who charge a 
fabulous sum merely to write a formal letter, 
Sut before we even think about such a step, we 
make a last appeal and go half way toward 
minimising any trouble by sending the envelope 
for you to enclose &1,1,0, 


COME, PLEASE DO IT NOW AND BE DONE 
WITH ITI 


Yours faeithfull 
for KEITH BRADBURY , LTD., 
C Th. SGm 


Secretary, U 


P. S. A letter from OUR legal friends is 
nothing like so polite. 
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Lonsumer Credit .. . 


ARTHUR J. MORRIS* 


Founder, Morris Plan System of Industrial 
Banking; President, Morris Plan Corpora- 
tion of America; and President, Morris Plan 
Industrial Bank of New York 


in collecting credits, I find myself on the defensive. 
From my contact with credit men over a period of 
forty years, I have found them, as a rule, to be more suc- 
cessful than lawyers in collecting credits by reason of 
their resourcefulness, their diplomacy, and their depend- 
able methods, all of which have been demonstrated to be 
even more adequate than legal machinery. 





F rom the standpoint of a lawyer and his experience 
* 


In analyzing the successful vocations of life we recog- 
nize the manufacturer or producer, the cost accountant, 
the salesman, and, finally, the financial department, which 
is wholly dependent on the credit man. In these clas- 
sifications the manufacturer, the cost accountant, and the 
salesman are blessed with landmarks and principles which 
if intelligently and empirically applied to their respective 
undertakings usually lead to definite successes or failures. 
As a rule, however, the credit man is not endowed with 
a definite and charted course of procedure. His map and 
his routes largely depend upon the versatility of his re- 
sourcefulness, the dependability of his vision, and the 
practicality of his judgment. 

Some credit men say their success or failure depends 
upon how good they are at guessing. When they guess 
right they are successful, and when they guess wrong 
they are failures. However, I am convinced their suc- 
cess or failure is far more dependent upon their unusual 
attributes and qualifications than upon the realm of chance. 
Credit men are the most versatile agencies of modern 
finance. They must be producers; they must be salesmen ; 
and, above all, they must be the guardians of the destinies 
of any important business entrusted to their care. 


Credit Has Many Future 
Problems to Face 


I have known of credit men whoa had to stem the tide 
of the president’s optimism. I have known of credit men 
who had to curtail the enthusiasm of the sales department 
without destroying its interest and zest for volume, and 
I have known credit men who felt the responsibility of 
encouraging their presidents and their sales managers, and 
at the same time of regulating the weaknesses and the 
limitations of the buying public. For these reasons I 
say the successful credit man is a marvelous “institu- 
tion.” He is both manufacturer and salesman and yet 
he must be the conservator of financial soundness. These 
complications are present daily in the successful opera- 


*An address delivered before the 29th Annual Conference 
and Credit Sales Forum, New York, N. Y., June 18, 1941. 


tions of a credit man in normal times. Imagine what 
must be the multiplicity of his problems in abnormal times 
such as face the credit man today and tomorrow. 

Because of these conditions, your attention is directed 
to the problems that face credits generally; to the prob- 
lems that face consumer credits specifically; and, lastly, 
to the consequences that are sure to follow the unsuccess- 
ful or the unconservative handling of these problems in 
these abnormal times. 


I think it can be stated with a fair degree of accuracy 
that in normal times credit, generally, in this country, is 
too cheap. In normal times this country suffers, in varying 
degrees, from a desire at all times to have the success or 
failure of the business inseparably associated with its 
volume. In normal times all of us are more or less 
volume-minded. We breathe the idea of “big business,” 
and in our desire to develop our business into the cate- 
gory of big business we sometimes sacrifice quality, not 
alone upon the altar of expediency, but also upon the 
altar of quantity. 


I have even said in my private and public utterances 
that a large part of the depression that followed the 
crisis of 1929 was due to overproduction, and the gen- 
eral desire on the part of the American businessman to 
expand and, still more, to expend. Overproduction of 
both plant and products invariably leads not alone to 
underconsumption but to unemployment. It is a vicious 
circle; and when unemployment becomes the offspring 
of overproduction, the buying power of the masses be- 
comes paralyzed. When such conditions confront us, the 
problems of the credit man are multiplied. 


Originator of Consumer Credit 


I began the national development of consumer credit 
in this country wher I founded the first Morris Plan 
Bank in 1910 in Norfolk, Virginia, for the sole purpose 
of democratizing credit on the basis of character and 
earning power so that the average wage earner who had a 
legitimate need for money and for the credit that made 
money possible would have an access to funds on a digni- 
fied basis, at economical rates, and on terms consistent 
with his earning power. At the time I started the first 
Morris Plan Bank, I began the installment financing of 
motor cars. It was in 1910 that the financing on the 
installment plan of the purchase of motor cars had its 
beginning in this country when the first Morris Plan 
Bank in Norfolk, Virginia, financed during the first year 
of its existence the purchase of $59,000 of motor cars. I 
had my hands full, at that time, convincing the first 
Board of Directors of the first Morris Plan Bank that 
financing the purchase of a motor car on weekly or 
monthly payments was not financing a luxury but, on the 
contrary, was financing a necessity. At the very begin- 
ning we limited that first effort to those individuals who 
purchased cars more for business or professional use than 
purely for pleasure. 
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| should add that before I started the Morris Plan 
system for personal credits in America, and before I 
started installment financing of motor cars, the install- 
ment sale of furniture, particularly pianos and sewing 
machines, had been begun in this country. But the vol- 
ume of business up to 1910 in the field of installment 
sales of furniture, pianos, and sewing machines had been 
relatively small. 


From the available statistics at hand, it is my estimate 
that today the annual volume of consumer credits, which 
include automobile financing and the installment financ- 
ing of all other modern conveniences, plus personal credits 
extended by the entire Morris Plan System throughout 
the United States and all similar institutions usually 
known as industrial banks, plus personal loan depart- 
ments of commercial banks now approximating 11,000, 
will altogether in the aggregate reach a total figure of 


$8,000,000,000 per annum. 


sumer credit agencies that the hour has arrived in the 
interest of public safety, due to war potentialities which 
have brought about the necessity for Government financ- 
ing, to stem the tide of consumer credit development. 
The large interests throughout the nation that I repre- 
sent are bound to suffer from a curtailment of consumer 
credit, but the time has arrived in this country when no 
personal and no private considerations of any kind or 
character should interfere with our duty to our country 
which commands every personal sacrifice required to join 
the great army of national defense. But consumer credit 
agencies of the Government must also tighten up. 

Also, let us take full cognizance at this point that while 
we are affirmatively committed to the policy of personal 
and business sacrifice, and that while we further recog- 
nize that some form of regulatory procedure may be neces- 
sary to attain a uniformity of method among consumer 

credit agencies, we neverthe- 





For and Against 
Consumer Credit 

In the past there have been 
two schools of thought con- 
cerning this enormous devel- 
opment of consumer credit, 
which began thirty-one years 
ago. You and I are familiar 
with the phrase I coined in 
connection with the first fac- 
tory financing which I began 
for the Studebaker Corpora- 
tion January 1, 1919, when in 
national advertising I used the 
phrase “Buy out of income, 
and pay as you ride.” Since 
that time one school of thought has been opposed to the 
development of consumer credit, arguing upon the thesis 
that all individuals should save first and buy out of savings, 
instead of pledging their weekly or monthly income in 
order to enjoy the modern conveniences of life. The 
second school of thought, followed by the large majority 
of thinkers on this subject, took the opposite view and 
argued that the individual had a right to pledge his in- 
come just as much as any firm or corporation had a right 
to do so as a basis for corporate or capital financing. 


Co., Cleveland 


In years gone by that illustrious contemporary of mine, 
Melville Traylor of Chicago, and I used to argue this 
subject every time we met in that great western metropolis 
or here. He had a different point of view. His idea was 
that the rapid development of consumer credit promoted 
plant expansion which in itself gave rise to the creation 
of corporate securities and became the basis of such large 
expansion of corporate issues; and that this latter curse 
was the worst fault incident to consumer credit and 
which, in his opinion, was one of the basic causes of 
the 1929 panic. 


Warning to Curtail Consumer Credit 


Independent of these considerations, the time has come 
when, due to the complicated problems which face this 
country today, consumer credit must be curtailed. I feel 
that at this time it becomes the license and privilege of 
the creator of consumer credit to ring the liberty bell 
throughout the nation and authoritatively warn all con- 
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“The Great American Public,” by W. G. Van 
Schmus, Radio City Music Hall, New York 

“Wartime Business, Inflation and the Credit 
Man,” by Stanley N. Shaw, Standard and 
Poor’s Corp., New York City 

“A Proposed Credit Program for the Next Few 
Years,” by David Freudenthal, Blooming- 
dale’s, New York City 

“Plans to Overcome Post-War Problems,” by 
R. Verne Mitchell, McDonald Coolidge and 


“Current Developments in Consumer Credit,” 
by Malcolm L. Merriam, Department of 
Commerce, Washington 





less have the inalienable right 
to demand that such regula- 
tion emerge from a founda- 
tion of mutual respect—the 
respect that we must inher- 
ently pay to our Government 
and to our nation and the re- 
spect with which our Govern- 
ment must regard us as its citi- 
zens and as its underwriters. 


Examine Carefully All 
Credit Proposals 


By that I mean we must 
carefully examine all pro- 
posals of regulatory restric- 
tion. We must determine 
that, in their origination, proposals of a restrictive nature 
arise out of a studied consideration and out of a mutually 
consultative interchange of thought and experience. We 
must be alert to the protection of our ultimate interests 
and the assurance that, in the name of national emergency, 
we are not being called upon to make sacrifices through 
regulation that means a permanent and irretrievable sur- 
render of our democratic prerogatives. 

We must be watchful that regulation, if it comes, is not 
the regulation of oppression or of punitive maliciousness, 
or a regulation that may impose a sacrifice on one ele- 
ment of our consumer credit structure to the direct profit 
and benefit of any other element. Regulation must be 
all inclusive, it must embrace every single phase of per- 
sonal credit from the department store with its budget 
department, to the commercial buyer of installment paper, 
the banks, the personal loan companies, every agency that 
directly or indirectly in any way serves in any capacity as 
an instrumentality of consumer credit. 

I say this advisedly, and I say further that this great 
multi-billion dollar business of ours must not be tampered 
with by experimenting theorists, or by pseudo-economists, 
or by political self-interests. Its whole vast, intricate 
structure plays too vital a role in the lives of almost every 
man, woman and child in this nation to permit its distor- 
tion or permanent disfigurement in the name of national 
crisis. Such a “cure,” if regulation is to be a cure, might 
conceivably be worse than the disease, if the cure is to be 
administered by any person or any body of persons whose 

















understanding of the ramifications and complexities of 
credit are not as sympathetic and as experienced as our 
own. 


Opponents of Credit Restriction 


Recently there appeared in the public press the observa- 
tion that one of the most vigorous proponents of strict 
curtailment of consumer credit is a visiting economist 
from another nation whose country, ironically enough, 
has little or no organized consumer credit in the sense 
that we know it in this country. There also appeared 
recently quotations from a consumer credit authority 
whose proposals for regulation seem to embrace every 
type of credit agency except that with which he is identi- 
fied or represents. 

Let us be sure that our voice is heard in the committee 
rooms of legislative discussion. Let us be sure that our 
talents, our abilities, our incalculably priceless experience 
_has its full representation in the creation, in the execu- 
tion and in the administration of any such regulatory 
activity. And, further, in communing among ourselves, 
let us take a little self inventory, let us study what laxities 
of operation or policy there may be among us that would 
stand for internal cleansing so that our collective voice 
is that of a voice unchallengeable in its authority and in 
its sincerity. 

If we are to recognize that overextension of consumer 
credits acts with the same inflationary influences as the 
overextension of currency, then what are some of the prob- 
able factors of control? First there is the matter of price. 
The price control division of the Government is one of 
the agencies expressly interested in our consumer credits. 

Price-cutting is not unknown to our business. Price 
cutting can be just as collectively destructive in our busi- 
ness as in any other business. Price-cutting can obviously 
lay itself open to the very overextension of consumer 
credit that we are agreed must be stabilized, and possibly 
stabilized is a far better word, a far better interpretation 
of what might more correctly be termed our objective, 
rather than curtailment, restriction or recessive regula- 
tion. Price in our business means rates of charge in 
terms of interest or dollar cost to the consumer. 


Stabilization Our Objective 


If one purpose of stabilization is to prevent wasteful, 
unnecessary and inflationary forms of consumer credit, 
then certainly one way not to.approach such stabilization 
is to countenance wholly uncalled for and the unjustifiably 
pernicious cheapening of the cost of consumer credit to 
the point where it invites public misuse. 

The other major factor of stabilization is the question 
of maturities but I don’t believe there is a credit man 
who does not instinctively and intuitively strive for ma- 
turities that will lessen or shorten his credit exposure to 
the greatest possible extent consistent with safety and 
public service, either in these times or at any time. 

Occasionally, just as on the matter of price, some 
isolated instances will occur of excessiveness in unwar- 
ranted maturity extensions. I propose that we, ourselves, 
formulate the methods and policies that we ourselves are 
in the best strategic position to know about and to recog- 
nize, and that we ourselves take such initiative as is neces- 
sary, either with or without the cooperation of some Gov- 
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ernment agency, in the stabilization of our common 
interests. 

We have a problem in this country today second to 
none we have ever faced before. The world of civiliza- 
tion is in flames. The burning desire of an avaricious 
aggressor belittles past history and throws into the dis- 
card any bounds or any limitations that could be imposed 
either by humanitarian considerations or international 
law, or any other influence. The days of Attila the Hun 
have returned, and the historical traditions of the Pass of 
Thermopylae have become but a reminiscent figure of 
speech when compared to the devouring hordes that de- 
scended in parachutes and other modern destructive ma- 
chines of the air to destroy human beings on the Island 
of Crete. 


A Major Question 


Whether this country should stand by and allow the 
flames of destruction abroad to consume its prey and its 
victims is a major political and sociological question. 
Right or wrong, the passage of the Lend Lease Bill by 
this administration commits this country to a policy to 
which we are all bound, independent of any private 
thoughts we have on the subject. If democracy is to pre- 
vail as our form of Government, we, its servants as well 
as its benefactors, must loyally support that form of 
Government under which we constitutionally live. The 
majority rule is the accepted tradition in American de- 
mocracy ; that majority has elected our President and our 
Congress; and regardless of their virtues and their limi- 
tations, and regardless of how you or I voted, the impor- 
tant fact remains today the authors of the Lend Lease 
Bill are our representatives and Franklin D. Roosevelt is 
our President. We are obligated to follow their leader- 
ship just as completely as if we were in the army and as 
if we were marching behind the President as our Com- 
mander-in-Chief. To do otherwise, regardless of the 
method of insubordination, is disloyalty at a time when 
this nation must stand or fall united. 


National Unity Needed 


Under these circumstances I have no patience with any 
citizen or any labor erganization or any union leader who 
interferes with our problems of cumulative production, 
and strikes instead of using present Government machin- 
ery through the mediation board to settle disputes between 
labor and employers. America must win the battle for 
industrial cooperation if she is to be secure. Every man 
has a part—every worker, every employer; and every 
labor leader. The defense of the nation demands that all 
rise above self-interest. It means each faces his own mis- 
takes. It means we join forces for the common good. 
Then our industries will run at capacity. Our man power 
will be put to work. Together we all will produce the 
materials and morale to make America strong. “If we 
perspired more in time of peace, we would bleed less in 
time of war,” said Generalissimo Chiang Kai-shek. 

Either you sacrifice your personal selfishness for the 
nation, or you sacrifice the nation for your personal self- 
ishness. Any more strikes in this country, and any more 
delays thereby that interfere with the volume and speed 
of the production of war materials are nothing short of 
high treason and should be punished accordingly. If this 
administration fails to use the arm of its power, the force 
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of its position, and the law; promptly, to handle this 
obvious perpetration of crime, then it can no longer ex- 
pect the loyalty of a united citizenship. National unity 
is the heart of national defense. 

What is our next duty as leaders of finance and credit? 
The next duty on the part of credit men is to concentrate 
all your energy, all your brains, and all your experience 
in constructively promoting all the credits that may be 
needed to insure mass production and the prompt com- 
pletion of the instrumentalities of defense. This is no time 
to argue over profits. When your son and my son are 
drafted at $21.00 per month we are not even afforded 
the opportunity to argue over his monthly earning power. 
Why should any person, firm or corporation quibble over 
profits or even taxes at a time such as this? The Govern- 
ment has no right, conversely, to expect any person, firm, 
or corporation to produce at a loss, but, correspondingly, 
I have little regard for the patriotism of any person, firm 
or corporation in times such as these that quibbles over 
the matter of making war profits. 


Avoid Inflation! 


And lastly, what else can we do? The biggest job of 
all, next to that of the Army and Navy, is to avoid 
Inflation. If we are successful in avoiding the deadly 
ravages of international mad-dogs, we may thereby pro- 
tect our lives and our limbs from physical disaster, but 
if you think we are to be exempt from the economic con- 
sequences of this holocaust, in which millions and _ bil- 
lions of natural wealth are being expended and destroyed 
daily, your thoughts belong to the dreams of a fool’s para- 
dise. In that event your hopes are not even fathers to 
your thoughts, they are only second cousins. Some form 
of inflation is almost inevitable. For example: if you 
live in a tropical cyuuntry and you are dependent for your. 
food on tropical berries and tropical fruits and a hurri- 
cane comes along and destroys all the berries and fruits, 
is it not common sense to realize the inhabitants will 
suffer to some extent from hunger? It follows as the 
night follows the day, if you destroy the natural wealth 
of the world so that you reduce the supply to the mini- 
mum, thereby intensifying demand, and if ordinary values 
relative to the supply of money cease to have their nor- 
mal value, is it not common sense to understand that in- 
flation, like a pestilence, will rise in your midst? 

I get letters and telegrams and long distance messages 
day after day, week after week, and month after month, 
asking me how one can, with a certain amount of sav- 
ings, hedge against inflation. All I can say is that any- 
thing that possesses inherent value independent of money 
supply, such as minerals in the ground, the oil in the 
ground, the farms with growing timber, and certain kinds 
of improved real estate, demands your consideration in 
response to this major question. 


How Can We Help? 


But what is more important and what is a larger ques- 
tion that should occupy your deep and careful thinking 
is the inquiry: How can all of us intelligently and con- 
structively work together to avoid as far as possible the 
curse of inflation itself? It is inseparably associated not 
with the currency we employ but with the money supply 
of the nation. Credit men know that the largest part 
of the money supply of the nation is credit, not currency. 
One of the largest sources of potential inflation is com- 


JULY. 1941 


mercial bank credit. For example; if I inherit $100,000 
and make a commercial deposit thereof in a bank, the 
bank, in turn, lends $88,000 of that $100,000, retaining 
12 per cent reserve, and when the bank makes that loan, 
the recipient deposits $88,000 in his bank, and that de- 
posit itself becomes the basis of another credit of $88,000 
less 12 per cent, and so the pyramiding of bank credit 
goes on. It has been estimated that $10,000,000,000 of 
deposits promotes approximately $70,000,000,000 of bank 
credit. The commercial deposits of the country are the 
first source of bank credit inflation, but if, as a result 
of inflation, the money supply becomes less valuable every 
day so that savings deposits, as distinguished from com- 
mercial deposits, are no longer valuable because of the 
little they can buy in the market of inflated prices, and 
savings depositors become panic stricken with the daily 
depreciation, then savings deposits and savings represented 
in vested insurance values likewise become the second and 
third sources of inflation. Then the Government’s amount 
of gold it has laboriously accumulated and stored, plus the 
President’s power to reduce the gold content of the dol- 
lar, plus his power to issue greenbacks (which is nothing 
more or less than using the printing press), becomes an- 
other tremendous factor in the source of inflation. When 
that occurs, what happens? Either repudiation of Gov- 
ernment obligations, or a disastrous panic in Government 
securities by having every Tom, Dick and Harry throw 
them on the market at any price available thereby destroy- 
ing the solvency of banks, and insurance companies, and 
converting this country from a physical war to safeguard 
life, liberty and property into an economic war to stave 
off starvation. And the masses suffer the most. 


A Prescription 
What shall we do about it? 


First, our Government must cut out every dollar of ex- 
penditure that is not necessary to defense and maintain 
an orderly form of Government. That means the Govern- 
ment must insure, now, better organization, better busi- 
ness methods. This administration must learn the art of 
delegating authority in order to avoid unnecessary time 
and waste in converting this country into the “arsenal of 
democracy.” In other words the Government must learn 
not to save at the spigot and waste at the bung hole. 

Second, when we have accomplished this major policy, 
every man, woman and child must change his attitude 
toward taxes. Instead of trying to avoid every possible 
tax, we had better consult our consciences and our pa- 
triotism as well as our unbridled honesty, and cheerfully 
accept every possible tax we can afford to pay. 

Third, we, ourselves, must stop spending in the same 
manner as we request our Government to stop spending. 
I mean by that we should spend only what is necessary 
to live simply and honorably and avoid every possible 
luxury in times such as these. 

Fourth, with every dollar that is saved we should buy 
Government stamps, Government war bonds, and Govern- 
ment war securities and put them away in our individual 
and family strong boxes so that they cannot become di- 
rectly or indirectly the source of another added money 
supply. Because, remember, the larger the money supply 
the worse becomes the inflation until every dollar be- 
comes worth less and less, and its buying power sinks 
lower and lower. 


I told you that the way of the credit man was hard 
in normal times. I think I have convinced you that the 
way of the credit transgressor in abnormal times, such as 
these, is worse. However, you are great leaders in your 
community. You know more about human beings, their 


(Turn to “Consumer Credit,’’ page 35.) 


17 












































DEPARTMENT STORES | DEPARTMENT STORES WOMEN’S SPECIALTY FURNITURE STORI IR 
DISTRICT (Open Accounts) (Installment Accounts) STORES (Installment Accounts 
ae ‘W941 rte) 1941 1940 ‘1941 1940 194) 19.4( 
AV.| HI. | LO. | AV.| HI. | LO. | AV.) HI. | LO. | AV.| HL | LO. | AV.| HE | LO. | AV.| HI | 0. | AV.| HI | LO. ] AV.) HI re 
Boston, Mass 52.5'542/'48.0151.7, 538/50 4416.1 (17.1)136)15 4/167 [13.1 $52.0\71.7 |43.7-,49.9'70 94430 
Lynn, Mass. 55.7 |57.6)42 4/54. 1|'54.9|40.6139 8 |44.7|349}|36 7) 43.6)29.9 220 27.4/15.7 114.0\23.4 
| Springfield, Mass. 589 |63.8/54.0)57.5'62.5|/52.5116.9/19.9)14.0114.1) 16.8)11.4 55.4 503 
Worceiter, Mass.” — ~ 45.4|50.0|/409 220 433/43.5/431 
Providence, R. 1. 50.0|75 8/463) 472/64 4/44 | 126 11.9 
New York City 50-6 1545/41.8150.1/526141.51197 |28.4/12.1 119.1 12661 13.1148.0 [568 144.014641519 1424 275 2l2 = 
Syracuse, N. Y. 43.8 \442\418)42.1\43.7 |40.7117.9 |21.3)138118.0)18.4) 157 439 422 
?- Utica, N. Y. - - - 23.7 |24.3/23.0)26.1/}27.0 |25.8 130.2 (31.0 |29.8 |27.7 28.0\26.5113.5 (14.3) 12.2112.6)13.4 
Pittsburgh, Pa. 46.0 |54.8)387 |}43.3/53.4/347])18.1)227) 13.1 117.8/207|12. 9145.8 |548 |38.7 |420 |53.4 347 
Reading, Pa. 59.4 |60 2/58.6/57.8 60.6)55.3 18.3 15.4 590 60.0 11.4119 |11.0}10.2)10.5 
Washington, D. C. 43.2/}49.8/37.5)425'48.9/35.5115.8/198 12 51153)18 1/118 “< 
3 Baltimore; Md. 44 5|52.7\36.7 144.1{52.7/36.3]17.9/26 311 1.2117.0\253) 9.9141.3/46.4/33.7|39 2/433/328 
Huntington, W. “Va" 56.6/58.1 55.2 1L6 00.7 1.5 29.4/31.1 |278 . 92;94 
4 Birmingham, Ala. 45 2'455|4491439/455/'42 41180 |18.4)17.51175|184117.7141.4)42 0:40 8143.2.450'41 4412.2) 150) 95/11.6)13 5 pe 
Atlanta, Ga. 32 .3|36.0)28.3)31.4)35.7) 2599125 |13.0)12.4] 12.9)13.9)12.5}36.2|38.6/33.9 1343/368/319110.3)10.3)10 3) 96| 96 
Little Rock, Ark. 39.0 397 159 16.2 469 46 6 < 
5 Kansas City, Mo. 58 6/68.2)49.0/59.8!71.1/48.6 22.6 18.4) ~— 157.5/59.2)55.9 |56.0/| 57.1 /549 157 14.8 
St. Louis, Mo. 56.1 |673/48.2)/56.8/66.1 |50.1719.0)23.1)/16 9119.2) 23.9)15 6 145.6 | 54.2/41.1| 440/52.3|37.4 219 i) 4 
Louisville, Ky 50.8|65.4/41.0]482157.9140.7114 2 |20.4)14.0]1581174/)14.9]438/51.8/39.0142 5/52 0139.0 147 11.7144 — 
Detroit, Mich. 545|71.41467|54.1|69 6) 4601235 |30.9) 18. 1]/22.3427.1| 16.6351.) |53.1/495}52 2/54 2/508 - - . 
Grand Rapids, Mich. }47.6/524) 42 .7/48.9'51.1}46.4]18 2) 183/18 | 46 8/51.2)39.21440/49 5/35.) }227 | 286)13.2/20.1)224 
Cincinnati, O. 52.11/56 5}47.9153.4)59 4)/47.1716.4 |224)12 5] 18 3)232)13.51463|56.1/36.2)/46.2)545\)39 6] — - _ _ - 4) 
6 Cleveland, O. 51.1}55 2) 47.6) 518/544) 46.67207) 229)172)19.2/21.1/)17.8}43.4| 46.039 6)41.9435\415112 8)19.8)104)100)157 43 
Columbus, O. 478 |52.0|37.21446|50:7\}3264169 | 205)11.01157/193)12.8 52.3 470/49.2}32.6]}11.5)11.7}11.4]23.7|37.0 
Toledo; O. 45 5.155 2'\424|457|/54.9\ 41.1199. 4|233/14.81175| 222) 12.5145.8 |50.0 |30.0/35 8 |48.7|23.0 2 
Youngstown, O.° 47.1|47.7|465 16.3 16.9 | 15.7 32.7 |41.3}24.1 - 18.2\263 
Milwaukee, Wis 52 .5|56.4)/494 498/542 46.6} 20.3) 21.1/200)19 8)21.2)19.0 93.3 |54.4/39.3 51.7|51.9|34.5 15.9 |168/15.0)13 0/138 5 
Cedar Rapids, Ia. 58: 1/60.0/42 0/56.0/56.8/46. 1123 :2/27.0)19.5}226)260)19.2 = 
Davenport, la. 53.0 /53.7/52.3}51.4/52 .1|50.8116-:3/176)14.9}14.9) 156) 96 19.9|202)197}17.5/|184 
Des Moines, Ia. 46.5) 50.0\37.8} 45.2) 45.3|38.0 12.0 ae) 443)62.0/41.0}460'60.0| 455 
7? Sioux City, la. 44 5'|.46.9 |43.1144.0 469|405117.5) 180 |15.5}16.7/|200) 15.2 400 440 178 17.0 
Minneapolis, Minn. }66.! |684|63.3]668/71.7 |62.8] 18.7) 21.0/15.2119.1| 246) 15.5163 .7| 649/62 5/62 2'625/618 
St. Paul, Minn. 54.2'59.7 |48.7/50.2|56.8|39.0}24.3|356/18.0)195)\243) 15.5 143.5 |50.4)36.0/41 8) 47.7|310 
Omaha, Neb. 46.3 46.) 12.0 11.3 46.5|' 486145 11442:495/41.| 
8 Tulsa, Okla. 61.4 |660/57.8 |56.0/57.0|}545121.0)27.0)13.3)197 |23.7/13.3]47.5 544/44 0/483) 490/470 - i-— - — - 
San Antonio, Tex. 52.7 44 2/49 7|38.7 10.3 ~ 112 6)/14.2)1 1.1 47.5 |54.7)39.0 45 .2/55.2|39.0 111.6 1169)}10.2]1 1.6)16.0 
Denver, Colo. 45. 1| 465) 43.0}43 2/460 |39.7 113.9 |15.7/11.5] 14.3) 23.5)12.9 144.4 /|458/430/41.4|43.1/397 }10.1/11.4)89)96)105 - 
9 Salt Lake City, Utah’ _ - - - — - 
Casper, Wyo 785 |113.5)}43.5}455|1100|450 rahe) 330 
10 Portland, Ore 39.4 /39.5|39.3/39.7| 41.0) 383 14.1 147 13.6114.0)14.2) 13.8141.1 |48.1)37.2144.2/'481/366 2 
~ Spokane, Wash. I 453|52.4|38 2 10.0 11.3)13.1) 9.6 $52.6 98.0 |47.3 490 | 
Los Angeles, Calif 62.1 |65.2 |52.8|60.6/66.0 (55.4418) |205)166)17.7)21.1)16.7 148.5)546/4501501 56.1 |44.0 + 
,; Oakland, Calif. 47.1|54.3)45.7|506/56.7|43.3317.8) 265) 1501198) 263)1501416/50.1/33.2)41.0,500/32 | 20.3 193 
San Francisco, Calif. 143.5)55.1|/36.3)43.4/54.2/36.9716.0 | 20.7/14.8)16.5/21.0/)14.1 }32.5|37.0/)279}33.7|/39.0\276 10.6 
Santa Barbara, Calif. }51.4/61.9|38.2/52.3|60.2'445 . 443|480/374 |46.0|49.4) 414 
Vancouver, B. C. 64.6 |73.7/55.5}|62 2/63.) |61.4121.8)23.6)20.1/226)24 1/21.0 470 WA) 22 5 |25.0/200 |23.5/25.0 “a 
1 Victoria, B. C. 66.8|71.2|62.5|61.7/68.1/55.4}25.07 32.0|180}22.1)24.1|20. | 
Ottawa, Ont.* — 








©1941 figures not received at press time 






"Installment 


OOO oom 





iFurriers 
2Laundry 





SHeating 
5Lumber 








®Paper and Paint 
Fuel 





8Cleaning and Dyeing 
®Carpet and Rug Clea 


FORTY-EIGHT KEY CITIES COOPERATING WITH THE RESEARCH DIVISIONS U 





The CREDIT WORLD 









Sconreloard 


Maz, ee, 

































































LRY STORES MEN —— SHOE STORES anion oan ae ae MISCELLANEOUS 
19.4( 1940 194) rye 194) 1940 194) 1940 194) 1940 
HI Oo AV Hil me) AV HI. | LO AV HI Lo AV HI. | LO AV HI Lo AV HI. | LO AV HI. | LO AV HI LO AV HI. | LO 
481644/65.2| 636 58 2 560 606 61.2 65.9 |74.1'°|52 0161 66 8 75.419. 57014 
23.4 327 50.9 29 2144.5/14.0148.57/59.3739 I7| 58377) 27143 
45 2 453 696 167.6 72.6 47.1 }4802 462 
40.0 1540 542 65.5 |860%350 
11.9 51.2 470 59 4 160.4 | 32.0 719.091.844.470 
22. 47.0 157.0 42.4| 45.4154 01410 [55 8 165.3 |46.21557 16421477 73 | 809188 1173.7 159 6 867'950471462 9092 462 
460 |470| 48. 4 |530'% 43.97 56.17 
13.4 -| — | — 131.8/32.3/3 1.0134.3/35.0/337 om Eee bo 67.4 680 |669 |71.2 |72.0 |705 
11657 |86.9\44.41458 [548 [387 |42.0\53.4 | 347] 58.0 |66.0 |50.0|567 |62.9/50.6 179'3|77913|77.92179 99| 79 518 79 5. 
10.5 136 441 |495|38.6/45.3/53.1 | 37.6 597 (53.5 | 52 5 |57814152154 | |5902|534° 
38.3/41.3/35.1/36 5142 2/33. 2]45.6/5! 2/42.0147.4|51.6/437 
94 118° SSeS Se i-} | 
13.5) 43.8/48.9/416/43.8/457/42.0 | |=] 69.5975. 7'458. 0172 4187 08154 7 
EX 36.2 |36.6| 359] 37.1|37.6|36.6146.5 |46 5/46 5|47.2/47.2/47.2 54.0 |540 |540|51.0|51.0|51.0 
12001 | [| | 54.2|565*/52 0960.4 | 658° 5504 
14.8 57.5 |59.2/55.9|56.0/57.1/54.9 53.0 1587 13.8|77.7|70.0172.8174.5 \71.1 164319444! 28.28 62.0| 95.2429: 
19.9 4.0}37.0/52.0/23.0]42.0/45.0|38.7|40.4|44.9|36.4 | =| | 668 52.07 47.07/52 0142. 0% 
144 500 43.5|46.2/409142.0\442/399) — | — - 1460] - | 58 3 |69491408970 3 70550 84m 
- 10/699|798)600} —| —| —] —| -]| - 59.4|59.5)59 3156.9 |57.8|560 — Ee 
224 — | — | — }51.2/625/39.8157.3/71 8/411] — | — 70 34|766U| 64,04473.4u/ 85 3u/61 5k 
- 6.6]45.0/5 1.2|38.91444 |48.5|40.3]44 1/478 |40.4167.2|77.5|57.0 | 66.3|78 8 |53.8 61.3690 |550 |58.81877 46.6 
157 3.4] 38.0/54.4/35.2]44/9/62.5|44.1|434/65.4/424 _ |-| - 5 | B2174 0% 4307449 2564 A372 
37.0 | — a 
12.0141.7|53.5|30.0 390 410 42.3)39.7 | — | 789 51.0/65.0/497 7088 64.9 174 88/555'¢ 
263 | | — | — |42.3/50.9/220 | 
113.8 5.0|38.0|45 9/203] 47.1|52.9|4651465|46 6/410 Bea Seal 
| — | TUR Gea 1640 67.0 | 654 69 | 
18.4 126.5 520! — |48.4/50:2/ 46.6 580 55.9 | 64024798 
44.1|458142.3|44.2\ 456/427 500 153.0 
17.0 | —| 48.| 448 540 |50.0 22.07 2407 
14.6 39 4 |65.7|43.6|44.1|45.5| 42.7172 6/820 | 63.2] 78.1|79.0|77.) 287 243 42 12}650732 044397/5507| 2987 
445 |58.2 |35.0 |39.6|/49.6/33.3 
50.9) - 153.0} ‘| 
— — | —]| — ]58.6|63.5/43.8]466|58.2/35.0 | —| “ 
3116.0 — |193°| ~ |430} —| — |466} - - 520} — | — [540 - 
105 14.9" TORO IEC I CERIC EMILE 1421 49 2/58.5/40.0 88.0 80 08 63 8 7967 4807 
|37.0 | 50.5 |58.0|43.0 }47.5|60.0|35.0 |69.9 Ge) 6273 64.25 
eo eee - : 
20.7" 42.5|474|31.7 |42.0\49.3|348 60.4 |852> 4307160 9 |700'2/38 07 
| 56.3 158.2 146.3 [523/588 (50.0 154.0 |63.2/499|515/57.1 |50:5 88 BIS 83 6" 
193 — | — ]48.2/49.4/46.9|487/509| 4661521 |55.1|49 | 509 - 
10.6 42 9145 0136.8139.0/41.7|33.1147.9 |765| 43.4] 46.0/75.5142.71708 |76 | \66.1|75.4|77.9 164 | 
58.3 |64.0/48.8|52 8| 61.6|43.8 | 52 .0|62.2| 456) 48 2)59 8/398 62 6°78 2'2|53.0'9] 63 218/74.4'3 57 2!5 
5125.0 39.0 150.0128 0]56.1 158.1 1540 [50.9 |56.0/470 32.0| 71.4 | 73.9|69.0 |67:6 170.06 5.2] 65.7 (8741933069 8 889% 32 0% 
ee 57 OMPILED BY rT PARCHE DIVISION \ t I I AwH 





“*Artist’s Supplies 
"Builders’ Supplies 





18Grocery 





14Stationery, Office Supplies 


JULY, 1941 





16Hardware 
18Dairy 


UNITED STATES AND CANADA-- CONTRIBUTE THESE FIGURES MONTHLY 


19D rugs 
20Sporting Goods 








23Household Equipmen 
25Dental Supplies 


19 











+ + + 


bovernment and Business 


EMIL SCHRAM* 


Chairman, Reconstruction Finance Corporation 
Washington, D. C. 


ertainly, no topic is of greater importance during 
this critical time of national defense, than 






“Business and Government.” For today we find 
that the whole of our nation’s business has taken on a 
governmental aspect and the whole of our Government 
has taken on a business aspect, all in a concerted effort 
to carry through to successful completion our huge 
national defense program. Business and Government 
have truly joined hands in an “all-out” effort which 
supersedes all other interests. 

To all of us the strengthening of our defense on the 
massive scale necessary to modern warfare is a new 
experience. Although convinced of its necessity, al- 
though seeing clearly the implications of war, many of 
us, nevertheless, are inclined to be overawed by the pro- 
Methods of 
national defense, like methods of international aggres- 
sion, have undergone tremendous change. The successful 


portions of our preparedness program. 


defense of a nation now depends upon its productive 
capacity, and only that nation which is economically 
strong can endure. 


Period of Awakening 


It has been said that “we live in deeds, not years.” 
If so, certainly this country has lived within the past 
year more life than in the normal span of ten. 1940 
was a year of awakening. We began that year with 
Europe in what was termed a “phony war” 
we thought would never come within striking distance. 
We began that year with a beautiful dream that a 
peaceful nation could stay at peace. At year’s end that 
dream was shattered. America has witnessed nation 
after nation torn from the paths of peace, and now is 
alive to the fact that wide reaches of the earth are ruled 
by mén who observe only a “grab” law. The ingenuity of 
the machine age has resulted in a new peak in brutality. 
Today we know that America cannot be allowed to 
make a false step by standing still—that with the ram- 
parts we must watch, a new vigilance is necessary—a 
vigilance combined with service. Every American has 
a vital part to play. Our modern minutemen must keep 
farms, factories, stores, industries. Thus only will the 
outcome of any future conflict be predetermined. We 
are faced with a new conception of industrial mobiliza- 
tion, the mobilization of finance, of labor, of business. 
And all planning must now take account of defense 
needs. 





a war 


*An address delivered before the 29th Annual Conference 
and Credit Sales Forum, New York, N. Y., June 16, 1941. 
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Because of the vital importance of credit in our defense 
economy, the members of the National Retail Credit 
Association should be most concerned with these economic 
changes which have already taken place, and with the 
changes yet to come. Credit has been the object of your 
investigation and study for a great many years. Of Latin 
derivation, the term “credit” denotes “faith” or “con- 
fidence.’ In this modern time of international aggres- 
sion and conflicting ideologies, it should be recognized 
that this credit—this faith or confidence—is the mortar 
which binds the structure of business, society and Govern- 
ment. 


Beginning of the RFC 


It has been my good fortune to be connected for more 
than eight years with the Reconstruction Finance Cor- 
poration, and during more recent years to serve as its 
Chairman. The activities of the RFC, like those of the 
National Retail Credit Association, have always been 
associated with credit. In the beginning, the RFC was 
concerned with the rehabilitation of the entire credit 
structure of the country. Unless the pressure of current 
events has erased the recollection from your minds, 
you will recall that it was a complete breakdown of our 
credit structure which brought the RFC into being. You 
are, I believe, familiar with the record: October, 1929— 
Black Friday—America facing the horrible reality of 
economic collapse—finally that grim day in January of 
1932. The Congress acted boldly and authorized the 
establishment of the Reconstruction Finance Corporation 
to meet the economic crisis. “The problems of the thirties 
—closed bank doors, depressed agricultural prices, 
migratory labor, ceaseless unemployment. Congress 
called upon RFC to help meet them one by one. Its 
authority became manifold. It embraced loans to 
agriculture, banks, insurance companies, public bodies, 
drainage, levee and irrigation districts, railroads, business 
enterprises and a myriad of similar activities—the familiar 
story of “billions out and billions back.” The flow of 
credit was turned on and off, first in one field and then 
in another, as the needs of the country shifted. 

This participation by the Corporation in such varied 
phases of our economy was not at first contemplated. 
Rather, it stemmed from a recurring recognition by 
Congress of the Corporation’s ability to assist in solving 
constantly changing economic problems. Thus, it has 
been said that RFC serves as an economic catalyst; 
an agent that produces desired economic changes without 
itself being changed. 


The CREDIT WORLD 








Shakespeare has said that “‘one man in his time plays 
many parts.” So also has it been with the RFC. Just 
now it finds itself absorbed in the biggest job in its history, 
the job of financing a large share of the defense program. 
History, with its well-known flair for repetition, will 
record with some satisfaction that RFC began in 1940 
to perform the role of the old War Finance Corporation, 
which the lawyers by prophetic coincidence had used 
as its prototype. 

As always, RFC is operating in the twilight zone of 
banking. The private institutions of this country can and 
will finance the major part of the defense program. They 
occupy a key position in the broad plan, and at no time 
in history has their sound condition been of greater im- 
portance. It is their function to make loans to business 
to keep it operating at maximum capacity and efficiency. 
There are certain activities, however, which, although 
an essential part of the defense program, cannot with any 
degree of propriety and practicality be handled by private 
banks. Hence, the RFC, filling its customary role as an 
emergency financing institution, has stepped into the 
breach and has begun the task of providing funds for 
such special purposes. Because these recent activities of 
our Corporation are of vital importance to the nation 
at large I should like to relate something of their general 
character. 


Defense Agencies and Their Purposes 


Within three days from the date of the President’s 
approval of the enabling legislation of last June, RFC 
had created two new defense agencies, the Rubber Re- 
serve Company and the Metals Reserve Company. The 
purpose of the first is to acquire and carry a reserve stock 
of crude rubber. The Metals Reserve Company was 
formed in order to acquire vital defense minerals and 
metals, and to provide for their safe and practical storage 
without the disruption of normal marketing conditions. 
The Company is acquiring as rapidly as possible reserve 
stocks of tin, antimony, chrome, copper, graphite, man- 
ganese, zinc, tungsten and other metals. In order to 
complete this task, it is necessary for the Company to 
vary its purchasing practice in accordance with the 
customs of the trade. Defense Supplies Corporation was 
likewise created by RFC to acquire and carry reserve 
supplies of certain strategic and critical materials such 
as nitrate of soda, diamond dies for use in the wire- 
drawing industry, and wool. 

The urgent need for the expansion of our productive 
capacity requires a ready reservoir of credit for plant 
facilities. To meet this demand, RFC last August 
created the Defense Plant Corporation. Aside from the 
War and Navy Departments, which use direct appropria- 
tions, this Corporation is the only agency of the Govern- 
ment providing for the financing and construction of 
production facilities. 


Lease Arrangement for Defense Plants 


In setting up this Corporation, a lease arrangement 
was evolved which has proved to be a most flexible and 
expeditious method. Quite simply it provides for the 
construction of the emergency plant facilities by the 
contractor, with Defense Plant Corporation assuming 
the cost, taking title in its own name, and leasing the 
facilities to the contractor for a fixed period, subject to 


JULY, 1941 


a provision for renewal and an option to purchase. In 
the case of manufacturers and suppliers having contracts 
directly with the Government, the rental is generally 
nominal and Defense Plant Corporation receives an agree- 
ment for reimbursement by the War or Navy Depart- 
ment. In the case of subcontractors, an actual rental 
is required to be paid by the lessee based upon a percent- 
age of its sales. 


Defense Plant Corporation has already approved total 
commitments for the financing of emergency plant facil- 
ities, including the acquisition of land, buildings, and 
necessary machinery aggregating over six hundred million 
dollars, and it has agreed to a general aviation program 
involving about a billion dollars of additional funds. 


One of the Corporation’s first undertakings was the 
construction of a plant in Hamilton County, Ohio, in 
conjunction with the Wright Aeronautical Corporation, 
comprising approximately thirty-seven acres. It was my 
privilege to speak on the occasion of their ground-break- 
ing ceremonies last October, and I stated at that time 
that such activity was a positive symbol of the real 
ability of Business and Government in this great democ- 
racy to collaborate efficiently in the interest of the com- 
mon good. Last week again it was my privilege to 
attend the dedication ceremonies for the same plant, and 
when I witnessed the first airplane engine coming off 
that huge assembly line in what is now the largest factory 
in the world under one roof, all completed within the 
short space of seven months, my conviction about Business 
and Government was given new strength and vigor. 


Emergency Plant Facilities 

Emergency plant facilities are of three distinct kinds: 

First, there are those facilities requisite to the national 
defense program which are being built by the Govern- 
ment itself. As explained by Mr. Knudsen, plants hav- 
ing no commercial value after completion of the defense 
program must be financed by the Government itself and 
title to such properties must vest in the Government 
itself, even though the actual operation of the plant may 
be delegated to private industry under a management-fee 
contract. This category of facilities embraces munitions 
plants, loading plants, and heavy shell forging and arms 
plants of which there is little present private capacity and 
of which there is certain to be surplus capacity after the 
emergency is over. The Government will have absolute 
control of such plants and can elect to retain them for 
future emergency use. 

Second, at the other extreme, there are those facilities 
which will be made available by private industry as a 
result of normal expansion in the ordinary course of 
business, without cost and without risk of any kind to the 
Government. In general, these facilities consist of 
manufacturing plants which have a real economic value 
entirely apart from the defense program. 


Third, and midway, are the cases in which the emer- 
gency plant facilities, whether built with the aid of public 
or private capital, will be paid for directly or indirectly 
by the Government. In general, these facilities consist 
of plants carrying on operations that will be expanded 
far beyond any probable normal use—plants filling de- 
fense orders which fall somewhere between outright 
munitions (such as powder for which the Government 
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will build its own plants) and purchases of regular 
commercial items (such as blankets where needed extra 
capacity will be added by private contractors). 


Government and Business 


With respect to facilities of this third classification, it 
has been felt that the cost of construction should be 
segregated from the cost of the supplies and that the reim- 
bursement or payment of the cost of the construction 
should be made directly rather than being covered into 
the unit price. It is to satisfy the demand for this type 
of Government financing that RFC has, as I have 
explained, inaugurated its lease plan through the Defense 
Plant Corporation. The Government cannot expect 
private business to assume the entire cost of such facilities. 
For the present at least, the Government should own this 
increased plant capacity. When the emergency has ended 
the manufacturer will have the option to acquire these 
plants to avoid undesirable competition on the part of 
either the Government or some private purchaser. I feel 
very strongly that this option, to purchase is a necessary 
right of the manufacturer, since the time will come when 
the disposition of these plants will be an issue. I do 
not believe that the Government itself should ever operate 
these manufacturing units in peacetime. 

I have attempted in these remarks to give you an 
interim account of the stewardship which you have en- 
trusted to those of us who are associated with the RFC. 
In this great national defense program it is important 
not only that the activities of the Government be known 
to all of the people but that they be thoroughly under- 
stood as well, for only through such intimate understand- 
ing will the country be able to achieve that national 
unity which is so essential to the success of the pre- 
paredness drive. We do not intend that what the RFC 
does shall be shrouded in secrecy, but, rather, that it 
shall be exposed to the light of public inspection to the 
end that all the citizens of this country shall know what 
their Government is doing for the common defense and 
the common welfare. 


Price Stability 


While the nation is committed to this all-out program 
of defense and is preparing to make whatever sacrifices 
such program may require, it is not content to make 
unnecessary sacrifices. "The democracy we are struggling 
to preserve should be strengthened in the defense process, 
not weakened. Two important considerations should be 
of direct concern to your Association. The first is price 
stability. We all know that we cannot achieve our goal 
of democratic defense with anything less than full eff- 
ciency in the use of our economic resources. But full 
economic efficiency requires price stability. Like a sword 
of Damocles hanging over our national head is the 
memory of the skyrocketing prices and high cost of living 
which spiraled upward as a result of the last war. We 
cannot allow that disaster to recur in our economy. 
Someone has said that inflation is like a balky horse, 
you lash it and lash it and it won’t move, then suddenly 
it bolts and you cannot stop it. Inflation, of course, 
is exceedingly unpredictable. The United States has at 
the present time, however, not only the determination 
to combat it but the machinery as well. Not only is the 
Government policing prices through the Office for Price 


Stabilization, but business itself, having learned its 
lesson, is doing some policing too. 

Just as important is the second consideration which 
is of immediate concern to your Association, the protection 
of the national credit. The people of this country have 
been educated to a high standard of living—the highest 
in the history of the world. It is, of course, only proper 
that every person in the country should be permitted 
to profit by our technological progress. But it should 
be remembered that people will not abandon easily that 
which they have been permitted to enjoy. Hence, there 
arises the issue of expanded consumer credit. We all 
know that it is no longer necessary for a man to have 
the cash in his pocket when he goes out to make a 
purchase. Consumer credit is now an accepted medium 
of business exchange. Therefore, it is essential that this 
credit of the individual be safeguarded and protected if 
we are to preserve the American standard of living. 


Economic Readjustment Ahead 


We have all heard the note of warning. The industrial 
index is soaring upward, pay checks are growing, unem- 
ployment is decreasing and it is anticipated that the 
national income this year will approach the eighty-five 
billion dollar mark. Knowing that defense production 
cannot last forever, it requires little imagination to see 
the economic chaos which lies ahead if we allow this 
double demand upon our productive capacity to go un- 
controlled. We are now reconciled to the fact that this 
country will eventually be faced with a tremendous 
national debt due to the terrible urgency of defense 
expenditures. We need not, however, be reconciled to 
consumption debt; it can and should be prevented. The 
considered opinion of your financial leaders is that we 
cannot in times like the present mortgage our future 
through uncontrolled installment purchases. 

I know that it will require great courage on the part 
of retail dealers not to extend to their customers terms 
more liberal than those granted during the depression 
years. The working people who have been denied a just 
share in life’s advantages during recent years will quite 
naturally want to acquire some of the fruits of their 
increasing incomes. They will be dominated by the belief 
that the days of economic adversity are over, and they 
will be eager to capitalize their future earnings. With- 
out some brake upon this tendency the tragedies of 1921 
may easily be reenacted. Many persons believe that the 
“silk shirt” era of the last war will not be repeated, 
that the public has learned its lesson and will not be so 
foolish again. Time alone will tell. But the only safe 
course is to apply that proverbial stitch in time and 
persuade the people that the high wages of the present 
may not be of lasting duration, and that never has the 
old philosophy of saving for a rainy day been so pertinent 
as right now. 


Defense Savings 

The Government’s “Defense Bonds” program is a step 
in this direction. The worker who has a reserve fund 
in the form of Government bonds has a prop which he 
may lean on in the future. When the postwar period of 
readjustment comes, he can use his defense savings to 


(Turn to “Government,” page 35.) 
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Letters 


“We have not received The CREDIT WORLD 
for the month of May and would appreciate a copy 
as we consider the magazine very important in our 
business.”—M. A. Storer, Imperial Cloak Co., Sche- 
nectady, N. Y. 


























~*~ * * 


“You will be interested to know that your text Streamlined 
Letters has been of assistance in our Bonding Department. 
The examples outlined in ‘Letters Declining Accounts,’ on page 
154, have been applied in several recent declinations of 
applicants for fidelity bonds. The delicate nature of this 
‘character insurance’ requires considerable tact and courtesy 
in letter-writing to retain the respect and good will of these 
applicants or agents handling this class of business. You will 
also appreciate the danger of libel suits for substantial 
amounts if one of these letters involves our Company. Let 
me congratulate you on the practical manner in whick you 
have so ably presented the value of correspondence in business.” 
—F. B. Butcher, Assistant Secretary, Fireman’s Fund In- 
demnity Company, San Francisco, Calif. 

x * * 

“The membership kit which you sent me proved 
to be most valuable in my work. In fact, my enthu- 
siasm about The CREDIT WORLD has reached a 
friend who is also associated in credit work and who 
would like to receive a membership application 
blank.”—E. Caston, Golden Rule Children’s Shop, 
Inc., Buffalo, N. Y. 

x*~ * * 

“Tt is indeed a pleasure to read the timely and interesting 

articles published each month in The Crepir Wortp by our 


National Association. Right now, I am faced with the problem, 


of inactive account solicitation, and I would be pleased to have 

your office forward to me material, suggestions, and letters 

pertaining to this phase of credit.”.—M. G. Langquist, Credit 

Manager, The Richman Brothers Co., Minneapolis, Minn. 
kk * 

“May we take this opportunity to extend to you 
our congratulations on the splendid magazine that 
you are now publishing. It has wonderful articles 
and every credit man should derive much benefit 
from the perusal of this service of the National Asso- 
ciation.”—H. R. Howard, Credit Manager, Rosen- 
berg Brothers, Troy, Ala. 

x * * 

“The Hotel New Yorker appreciates the privilege granted us 
in serving the 29th Annual Conference and Credit Sales Forum 
of the National Retail Credit Association. The entire person- 
nel is grateful for the help given us in making the Convention 
the success that it was.”—L. O. Doty, Credit Manager, Hotel 
New Yorker, New York, N. Y. 

x* * * 

“The New York Conference was splendid, the 
exhibits best yet from our standpoint, and my asso- 
ciates join me in expressing thanks for the privilege 
of attending.”—J. D. Burwell, Manager, Southwest 
Region, The Standard Register Company, Dayton, 
Ohio. e Mcags 


“Inclosed is my check in payment of copy of Streamlined 
Letters by Waldo J. Marra. By this time you have probably 
received the order from our University Library for additional 
copies of the book. It is a splendid contribution to the field 
of business letter-writing. On next Monday we shall show 
our students the splendid film prepared by the National Retail 
Credit Association for the purpose of credit education. 
Students will be interested in knowing just how credit bureaus 
function for the protection of all concerned. Mr. Ward 
McMullen, Secretary of the Oklahoma City Retailers Associa- 
tion, has cooperated in making it possible for us to present 
this valuable film to undergraduates.”—William H. Butter- 
field, Head of Department of Business Communication, The 
University of Oklahoma, Norman, Okla. 
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of Retail 


ESOS: 


Sales and Collection Trends 
May, 1941, vs. May, 1940 


Compiled by Research Division, National Retail 
Credit Association 


Arthur H. Hert, Research Director 
tsa SALES increased 6.1 per cent during May; 


total sales 14.0 per cent; and collections 3.8 per 
cent, in the United States and Canada, as com- 
pared with May, 1940. These increases are attributed 
to increased employment due to defense work, and higher 
wages. 
Highlights of the monthly analysis are shown in the 
tables below: 





Highlights for May 
51 Cities reporting. 
19,536 Retail stores represented. 
COLLECTIONS 
42 Cities reported increases. 
3.8% Was the average increase for all cities. 


56.2% Was the greatest increase (Charlotte, 
N. C.). 


1 City reported no change (Torrington, 
Wyo.). 


8 Cities reported decreases. 
3.6% Was the greatest decrease (Grand Rapids, 
Mich.). 
CREDIT SALES 
41 Cities reported increases. 
6.1% Was the average increase for all cities. 
28.4% Was the greatest increase (Dayton, Ohio). 


1 City reported no change (Torrington, 
Wyo.). 
9 Cities reported decreases. 
4.0% Was the greatest decrease (Sioux City, 
Ta.). 
TOTAL SALES 
48 Cities reported increases. 
14.0% Was the average increase for all cities. 
47.2% Was the greatest increase (Abilene, Tex.). 
1 City reported no change (Torrington, 
Wyo.). 
2 Cities reported decreases. 
6.0% Was the greatest decrease (Sioux City, 
Ta.). 
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Credit and Heconstruction 


War is destructive of credit, of civili- 
zation, of all that is best in mankind. 


HENRY H. HEIMANN* 


Executive Manager, National Association of Credit Men, 
New York, N. Y. 











espite the severe depression and a war torn world, 
there is one quality in our people that has been 
strengthened in the course of the past decade. I 
refer to the credit character of the individual. The credit 
of the individual American was never on a higher moral 
plane. Here, after a ten-year period with debtor psychol- 
ogy running rampant, with nations repudiating debts, the 
credit character of this country has grown. The factual 
record discloses that this expansion has been generally 
sound. That most men are and want to be honest is no 
longer a mere maxim. It is a fact which the records 
confirm, 

Any present-day credit appraisal naturally revolves 
around the defense program. Is the individual employed 
in a defense industry? Is he subject to conscription? Is 
his firm’s welfare dependent upon luxury goods or non- 
defense items? Is his present income a defense income 
or one that can be reasonably expected to be maintained in 
normal circumstances? Has he over-obligated himself 
upon an assumption that his present higher income will 
continue? Has the individual or firm been conscious of 
the tax burdens he or it will face and has provision been 
made for these tax payments? 

Whether in the retail or wholesale field, questions of 
this kind are in the minds of credit executives every day. 
But the modern credit executive must think beyond even 
the situations that may arise from our present defense 
effort. Even though we are not technically at war, to- 
day’s credit executive knows that our credit conditions 
are dependent a great deal on what occurs abroad. He 
also recognizes certain tendencies in the field of credit 
during times like these that must be carefully appraised 
and in some instances checked. 

The American nation was built on sound credit. But 
in a sellers’ market there is always a tendency to work 
more closely to a cash basis. Temporarily this may be 
justified but credit, properly handled, has a potentiality 
for expansion in a nation, and the improvement of a 
standard of living far beyond cash transactions. Credit 
transactions, therefore, should not be liquidated during 
periods of economic stress. Our best contribution to na- 
tional defense can be the improvement of credit tech- 
niques and practices. 

Common business sense will tell industries engaged in 
the installment business that payments must be somewhat 


*An address delivered before the 29th Annual Conference 
_and Credit Sales Forum, New York, N. Y., June 17, 1941. 
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larger and the time element for the duration of the pay- 
ment somewhat shorter during this period. The com- 
panies selling on the installment basis are already put- 
ting into effect programs of this kind. 

Yet, if there were no direct benefits from the fuller 
employment of credit on a sound basis the indirect gain 
from credit transactions would suggest their continua- 
tion. One of these indirect gains, seldom realized, is the 
contribution each credit transaction makes toward a bet- 
ter understanding among mankind. Indeed, credit trans- 
actions, whether they be for a penny or a billion dollars, 
are actually the symbols of civilization. They indicate 
confidence of one man in another. If the transactions 
are soundly conceived they record a performance in keep- 
ing with a man’s promise. 

The highest possible development of credit is always 
found in the most progressive nations. Barter is a form 
of transaction resorted to only where there is a lack of 
confidence among individuals or nations, or where mone- 
tary and exchange standards are lacking. 


Credit Executives Must Study 
World Conditions 


It is well that the credit executive today have concern 
over the nation’s credit. He is anxious, as is every other 
citizen, to see our defense program brought to a successful 
completion in the quickest possible time. He realizes 
that the financing of this defense program must not be 
put upon the shoulders of any one group such as the 
banks. He knows that individuals and firms should ab- 
sorb most of the Government bonds both to help avoid 
the specter of a bank credit inflation and to provide sur- 
plus funds for the replenishing of stocks and wardrobes 
once the world has returned to a peaceful condition. 

No credit executive worthy of the name looks upon 
present income, individual or corporate, as being more 
than temporary. He knows that the defense prosperity, 
essential though the defense program be, is not a real 
prosperity. He realizes that the time when sacrifices 
must be made will come. He regrets so many present 
sacrifices are being deferred because he is conscious of the 
fact that present deferment merely adds to the burden 
of future sacrifices. He knows that unwarranted cost 
rises, either in the field of industry or labor, are particu- 
larly unhealthy during this defense prosperity. 

There is an abundance of credit in this nation. It 
must be handled soundly. For that purpose credit ex- 
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ecutives throughout the nation have been meeting in con- 
vention and seeking to establish sound credit programs. 
very credit executive knows that in these days of our 
vears long-term credit considerations necessitate an analy- 
sis of the world situation. In an era of swift communi- 
cation and rapid transportation in international matters, 
a catastrophe in any part of the globe may swiftly react 
on the business affairs of the customer with whom he is 
dealing and convert a normally sound domestic risk into 
a relatively hazardous one. The credit executive must 
constantly study world conditions. And because of this 
concern he must do his part in trying to bring back to a 
troubled world the sanity, stability and peaceful atmos- 
phere which stimulate the wider and safer distribution of 
the products of field and factory. 


Broaden Your Vision 


War is destructive of credit, of civilization, of all that 
is best in mankind. Irrespective of how just the cause or 
how necessary the conflict may be, the toll is shared by 
both the innocent and the guilty. War’s suffering and 
privation spare no class or no country. Those who are 
far removed from the conflict may not be as conscious of 
the destructiveness of all that is good and worth while in 
mankind. ‘The combatants, so intent upon their imme- 
diate objective, of necessity must acquiesce in liquidation 
of the nobler virtues of mankind that have built a civiliza- 
tion of which we have been justly proud. 

Let us as credit executives broaden our vision and take 
stock of what may be in store for us and our children. 
The living generations have so muddled world affairs and 
planted the seeds of hatred and animosity that it is un- 
likely the future generations can be spared the resulting 
hardships. But they can well be spared continuing con- 
flicts, the loss of freedom and life itself, if we seek to 
learn the truth and fashion a program that recognizes the 
golden rules of tolerance and interdependence. 

It is easy to blame the present conflict on a dictator or 
two. The world would indeed seem a better place if 
some of the dictators were out of power. But the cause 
of the present struggle goes beyond any one or two men 
or groups. Dictators of their own strength could never 
as individuals seize power. Their programs would re- 
main mere blueprints were there not an atmosphere con- 
ducive to helping them wrest the leadership from more 
conservative and humane administrators. Given a rea- 
sonable opportunity to live, a measure of freedom and an 
opportunity for the pursuit of happiness, dictatorship is 
impossible. On the other hand, when privation and suf- 
fering become the order of the day, when all of a peo- 
ple’s strength and ingenuity is required to keep body and 
soul together, what is more natural than that the people 
turn to a leadership that gives promise, whether false or 
true, of an escape? 


False Leadership 


Unfortunately, in these situations the type of leadership 
that emerges is a false leadership and the road it follows 
is strewn with misery and brutality that deny the pres- 
ence of anything resembling civilization. Why is it pos- 
sible to have a Hitler, a Mussolini, a Stalin or any other 
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dictator? What philosophy gives them power? What 
conditions existed so that they might come into power? 

The answer is poverty, oppression, stagnation, corrup- 
tion, virtual slavery—and in their effort to escape these 
conditions, be it in Russia or Japan or Italy or Germany, 
the common people move to the extreme and find them- 
selves faced with the same problems and conditions under 
new, but no better, leadership. The terror of the Czars 
is now that of the Commissars; Kaiserism becomes 
Naziism ; the labels change, the rest is unchanged. Until 
the cause of these evil growths is removed, we are hop- 
ing in vain for their disappearance. 


Preparedness Program Essential 


We in this country today are trying to do our bit on 
the side of democracy by aiding with the weapons of 
war. Temporarily this has caused us to have a prosperity, 
a false prosperity that will haunt us, however, for years 
to come. Our preparedness program is essential. There 
can be no argument about that. Heavy expenditures are 
essential. No one will deny this. But we must keep 
in mind our objective, for if we are to contribute to the 
cause, we have a right to know that the world of the 
future will be so patterned that peace has at least an even 
chance to succeed and that mankind will not continue to 
be enslaved in a competitive armament program that 
literally will ration the necessities of life throughout the 
world. 


We have heard much in recent weeks about the de- 
sirability of the democracies outlining their plans of 
peace. There are many reasons why the democracies 
could not be involved in a complete discussion of peace 
when their efforts are concentrated upon victory. The 
goal of people fighting the valiant battle must not be 
diverted by controversial issues of peace when peace still 
seems so distant. But in broad outlines we in the de- 
mocracies must begin turning over in our minds the 
eventual world order. I too would like to see just a 
bare outline of that world order, but I differ with those 
who contend that it is up to Great Britain to outline it. 
I believe the obligation rests upon the dictator countries 
as well and, in fact, our demand for an outline of peace 
should in all fairness be directed more to the dictators, 
for it is they who have principally violated international 
law and the rights of mankind. 


No Victory Ever in War 


What is their objective? That is of more importance 
than what may be the objective of Great Britain, for ex- 
ample. Many of us may disagree with the method by 
which some of the British Empire was gathered together. 
We know Great Britain has made mistakes in the past. 
But, on the credit side of the ledger, we also know that 
Great Britain set a broadly beneficent pattern for the 
world, and tried to maintain a high ethical standard for 
the conduct of world affairs. 


In this pattern for world peace we can begin with an 
acceptance of the fact that indemnities after any con- 
clusion of the conflict are out! You may conquer a peo- 
ple militaristically, but you cannot enslave them, phys- 
ically or economically, for any great period of time. No 
one ever really wins a victory at war. Mankind always 


(Turn to “Reconstruction,” page 32.) 
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‘Welcome to New York’ 


Says 


Mayor La buardia 





. . . at the same time he cautions the delegates to the 29th 
Annual Conference about the after-emergency period .. . 
and expresses the hope that we will intelligently deal with 
the problem now for a proper adjustment later. 


am very happy to be able to extend to you the 
| official welcome of the City of New York, and I 
Ww do hope that you will enjoy every minute of your 
visit with us. I am very happy to be able to say that the 
credit of New York City is now good. It is very help- 
ful, of course, for me to be here and meet you all, par- 
ticularly the New York City delegates. Please bear in 
mind, when Mrs. LaGuardia calls for credit at any of 
your stores, that you met her husband here today. 


We are now living in a rather confused period. It is 
dificult for anyone to predict exactly what is going to 
happen and we must, therefore, move rather cautiously. 
‘The employment situation is improving somewhat, and 
hundreds of thousands of men and women are being 
employed in the various defense industries. So, insofar 
as you are concerned, I believe that you will note, if 
you have not already done so, an upward curve in pur- 
chasing. There is no telling, of course, how long that 
will continue. 

One thing that is troubling me, and I am sure you 
all have thought of it, is this: The whole changed 
situation which made necessary a defense program, the 
magnitude of which has never before in our history been 
approached, not even during the last World War, is 
bound to reflect on our whole economic and social 
system. This was brought about through no choice of 
our own; we certainly did not want it, and we did 
not look for it. 

We could not help observing world conditions and 
the fast moving area of war activities. War is no longer 
what it used to be. It is entirely different from twenty 
years ago, when many of us served in the army. There 
is no longer such a thing as a “war zone”; every city, 
particularly industrial cities, is exposed to attack. The 
rights of noncombatants, women and children, heretofore 
recognized in the law of nations and even among primi- 
tive people, have all been eliminated, because of new 
weapons of destruction and new techniques of war. 
Distance is no longer a protection and, therefore, with the 
experience in Europe, with the knowledge of what is 
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going on, it was necessary for this country to embark 
upon this vast program of national defense. 


We were entirely unprepared for it. This unprepared- 
ness was no accident, it was part of our national policy 
which commenced immediately following the last World 
War. I was a member of Congress before the World 
War and after it, and you will remember that, in 1922, 
the President of the United States called a Naval Dis- 
armament Conference in Washington. The first Naval 
Disarmament plan was approved and accepted by all 
the countries of the world, and we commenced then 
in reducing our navy. That was followed by a Naval 
Disarmament Conference in London, a few years later, 
and additional reduction in naval armaments. 

Immediately after the last war—I was then a member 
of the Military Affairs Committee of the House of 
Representatives in Congress—there was a consideration 
for an army of one million men. I took an active part 
in reducing those apptopriations and first we eliminated 
500,000 men, in the Committee, and an additional 200,- 
000 men on the floor of the House. That policy con- 
tinued right up to the time that the war in Europe 
broke out and the devastating results were witnessed. 

So, we had no choice but to start a program that 
would provide the necessary equipment for proper defense 
and the training of the personnel in the army and navy 
to man and use these weapons of defense. And the 
program is out of all proportion to any plan of a national 
economy, or to any program that had been adopted as a 
national policy before the break of the war in Europe. 

Now, what is troubling me is that sometime this 
danger will end, even the war will come to an end in 
Europe, or somehow, somewhere, sometime, it must 
come to an end, and then unless we are fully prepared 
there will be another dislocation of industry and business 
in this country. 

You all recall what happened after the last World 
War. I was very close to it, because of my membership 
in Congress. After the army was demobilized and as 
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we came off a war production program, there was a 
complete dislocation. We did not notice it, because of 
the swing and impetus that carried the situation for a 
few years, and because of the speculation that was going 
on at that time. But, any student of economy or of 
economic conditions knew that a crash would come and, 
when it did come, we felt it. 

I saw the other end of it, too. Eight years ago, 
when I assumed office as Mayor of this city and was 
confronted with a terrible problem of unemployment, 
with over 375,000 men and women unemployed, rep- 
resenting well over 1,200,000 people who were entirely 
destitute, we had to provide for them through work 
relief and home relief, enormously costly and, of 
course, unscientific and unproductive. 

We must, therefore, give some thought now to the 
after-emergency period. How are we to meet it? We 
should be able to profit from the mistakes of the past 
and the experience of the past. We could not survive 
another shock, the like of which we had in 1929, 1930, 
and 1931. We cannot survive it! We must make 
plans now so that they will be already prepared and 
approved as to just what we shall do when the present 
emergency ends. 


Plans for the Future 


One plan—a reservoir of public works—has been sug- 
gested. All the needed public improvements to be 
organized, catalogued—state, municipal, federal—along 
with the needed works in transportation and industry, and 
the engineering and architectural plans all ready to put 
into work the minute a sudden change is brought about 
in the present defense situation. 

Then, business and industry must think about the 
proper relationship as to employment, to create a plan 
for the spread of employment, taking into consideration 
existing means of production. Our machine production 
is becoming more efficient every day. Progress cannot 
be stopped, and we must adjust this machinery to our 
social and economic life rather than expect a status quo 
to be maintained and an adjustment to the machines. 

Now is the time to study this situation. It requires, 
of course, leadership in industry and leadership in labor. 
And when I say leadership, I mean American leaders 
who have but one interest in mind and in their hearts: 
the interest of our own country and nothing else! We 
cannot accept, and we refuse to accept, any philosophy 
or any system that is not typically our own and typically 
American. The solution must be found according to 
our own temperament, according to our own traditions. 
And, it is after all not so difficult, surely not as difficult 
as the problem will be in some of the European or Far 
East countries. In many of these countries, one of their 
main sources of trouble is overpopulation. That, we do 
not have here. Then again in many of the countries 
there is a deficiency or lack of some materials or food. 
That, we do not have here. 

Our trouble has been in intelligently dealing with 
surpluses and with industry, with a productivity far 
beyond that which the purchasing power of the country 
could meet. While the problem is difficult, surely it is 
not as difficult as where you have want with over- 
population. 

There is no one individual who will be able to think 
this out. It requires the very best thought in the country, 
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and there is one element that I fear is greatly lacking 
and that is time to think it out. Everyone is so busy; 
almost every official in public life must make sudden, 
snap decisions. But, somewhere, somehow, some men 
and women in this country must take time off to think 
this problem through. It can be done and, what is more, 
it must be done. Surely—I hope and I am sure you all 
agree with me—we should not trust to chance and just 
continue in the emergency and then wait for something 
to happen. Something may happen, but not the way 
we would like it. Therefore, all business men and 
women should give some thought as to the new adjust- 
ment that must be brought about. 

You credit granters come in contact, I suppose, with 
more individuals than any other group in the country. 
You know the employment situation, you know the earn- 
ings, and you know the wants of the large mass of the 
American people. You also know of their desire to live 
properly and decently and to raise their families in 
accordance with our standards. ‘Those standards should 
not be lowered. ‘That would not help the population, 
it would not help the morale, and it would not help 
business or industry. But, the adjustment must be 
equitable and, bearing in mind that the resources are 
here, it seems to me that we ought to be able to work 
it out. 

If there is improvement, and there is, in the retail 
business, in consumer commodities and in industry gen- 
erally, let us not be overjoyed or swept off our feet 
about it. It is an artificial improvement, it is one that 
cannot be maintained on the same basis from the same 
sources. Therefore, we must pause and give thought 
to it. 

I am not at all pessimistic. We have weathered other 
storms and I am sure that, whatever may come, we will 
be able to defend our institutions. Yet, that is not the 
complete job. After that is done, then we must maintain 
our institutions, we must continue to improve conditions, 
we must continue to give more and more of the full 
enjoyment of all the progress in science and mechanics 
and industry to all of the peoples of our country. It 
can be done, and the American people have the brains, 
the ingenuity, and the determination to do it, and you 
can play a great part in this important problem. 
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in Consumer Buying 


t is advisable to confine my review of this subject 
i to the more or less modern history of installment 


selling, dating from the formation of the first auto- 


mobile financing company in the United States, although 
installment selling is a matter of ancient history. The his- 
tory with respect to terms, however, is not very clearly 
recorded prior to the organization of the first automobile 
finance companies. Arthur W. Newton, outstanding bank- 
ing authority on sales finance company operations, credits 
the organization of the first factory-controlled finance 
company to the late John N. Willys in 1916, although 
there were earlier established finance companies who 
Let us then say that 1916 
marked the beginning of the modern era of the installment 
sales finance company, and date our term analysis from 
that year. 

In order to establish a premise for one of my later 
observations, here are a few excerpts from the 1939 
United States Census of Business dealing with Sales 
Finance Companies and Bank Holdings of Retail Install- 
ment Paper: 


From 1916 to about 1922 most of the automobile manu- 
facturers entered into contracts with one or .another of 
the existing finance companies to handle their dealer pa 
per (now called wholesale lien notes), during which 
time floor-plan and demonstrator financing developed in 
substantially their present form. The usual arrangement 
at first required the manufacturer to absorb all bad-debt 
losses. Later the guarantee was limited to a repurchase 
agreement, under which a manufacturer agreed to repur- 
chase from the finance company any unso!d cars on deal- 
ers’ floors at the end of the season. This was not as seri- 
ous as it sounded, since in 1917-18 during the first World 
War automobile production was limited and repossessed 
cars were readily salable with little or no loss. For the 
same reason (demand in excess of car production) retail 
installment paper was not a problem then. 

Despite its favorable showing from the start, many 
bankers and economists still believed that the instaliment 
finance business was unsound and warned that the next 
depression would see widespread bankruptcy of finance 
companies and repudiation of obligations by c.stomers, 
with heavy losses to banks. But 64 companies went 
through the recession of 1920-21 without a single failure 
and 52 new companies were organized in 1921-22. 

Then came several difficult years when stocks of used 
cars, unsold talking machines, vacuum cleaners, and 
washing machines mounted precariously. Both new and 
used goods, whether traded in or repossessed, became in- 
creasingly difficult to sell. Dealers became involved and 
their poor financial condition affected their ability t» sell 
new cars and other merchandise. Manufacturers blamed 
the stagnation on sales resistance caused by high finance 
charges, and sought contracts with finance companies to 


*An address delivered before the 29th Annual Conference 
and Credit Sales Forum, New York, N. Y., June 17, 1941. 


reduce the charges on new car sales materially to help 
their dealers. In consideration of the reductions, they 
agreed to pay subsidies of all or a part of the difference 
in rates on year-to-year contracts, adjusted by experi- 
ence. Thus, for several years, from 1922 through 1932, 
the factories paid varying subsidies based upon the num- 
ber of their cars financed for their dealers by the finance 
companies. 

This did not protect against loss on trade-in and re- 
possessed cars. During 1922-25 many finance companies 
were forced out of business or sold out to larger com- 
panies at a loss. Agricultural equipment was particularly 
hard hit, and, as late as December, 1930, one large 
finance company specializing in such paper (combines) is 
known to have lost 3 to 3% million dollars of stockhold- 
ers’ money. But throughout this period leading up to the 
1929-33 depression, during which the sales-finance busi- 
ness became stabilized and seasoned by the costly method 
of trial and error, what few losses there were seem to 
have been sustained only by small groups of investors in 
isolated companies. There were only 20 known failures 
in the 9 years from 1925 through 1933 which entailed 
loss to creditors. 

Consumers did not repudiate their debts en masse, 
neither in the 1920-21 recession nor in the serious 1929-33 
depression, but merely tightened their belts until they 
could pay what they owed and buy more. Losses on re- 
tailers’ open accounts and consumer installment notes 
averaged no more than 1% per cent on either occasion, 
far less than the 20 per cent average loss on merchan- 
dise or the 33 to 50 per cent loss on real estate or the 75 
per cent loss on stocks and bonds. Consumer credit was 
a safer investment in 1933 than cash in banks. 


Now to proceed to an examination of prevailing terms 
on automobiles during the period 1916-1919. It appears 
that one-third down was pretty much of a standard mini- 
mum for new cars with the balance payable in 10 to 12 
months. Forty per cent down and the same maturity or 
less was the rule on used cars. As Mr. Newton points 
out, : 


It is not surprising, therefore, that when the depres- 
sion of 1919-1920 came along, the finance companies 
made a most gratifying showing, and the banks that held 
their paper found it to be among the most liquid in their 
portfolios. The first breaking down of terms was on the 
Pacific Coast where the finance companies claimed that, 
owing to their all year round season, sixteen or even 
eighteen month terms, frequently with a down payment 
of only 25 per cent, were as conservative as those which 
prevailed in the East. However that might be, competi- 
tion gradually caused these terms to spread to the East. 
This increasing competition in terms at last caused con- 
cern to a number of bankers. As a result, a meeting of 
bankers and finance representatives was held in Chicago 
in October of 1924. The bankers suggested certain 
resolutions for the consideration of the finance companies, 
to which the companies agreed. These resolutions were 
that all automobile paper should run for not more than 
2 equal monthly payments, and that the minimum down 
payment should not be less than 144 on new cars and 40 
per cent on used cars. Following this meeting, and as a 
result of it, the finance companies early in 1925 formed 
an association known as the National Association of 
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Finance Companies. At the first meeting of this Associa- 
tion, the same resolutions that had been suggested by the 
banks in the previous October were submitted to the mem- 
bers and agreed to. 


I regret to say that many finance companies did not 
adhere to these resolutions but continued to compete by 
lowering the standard terms. I cannot recall that, at that 
particular time, any great losses arose from this com- 
petition, but within less than two years many companies 
found that they did take severe losses and that they 
would have been better off if they had adhered more 
closely to the terms suggested by the bankers. As was to 
be expected, these losses brought their correction in the 
shape of a return to more conservative terms. 


This, then, places the period of losses taken by such 
companies in 1927 two years before the peak of 1929, 
and the following depression, so that history again re- 
peated itself and these companies entered a second de- 
pression period with a portfolio of paper written on terms 
that experience had proved sound. The enviable record 
of the sales finance companies during the depression is 
too well known to need further comment. 

So far in this historical review I have spoken only of 
automobile paper. This is primarily because of the rela- 
tive importance of the dollar volume of automobile paper 
contrasted to the volume of household appliance paper, 
radios and miscellaneous items, although losses were by 
no means confined to automobile paper. In fact, some 
of the larger losses were in radios and other specialties 
even though the articles were sold on comparatively sub- 
stantial down payments with as much as 20 per cent— 
25 per cent down, and 12 to 18 months prevailing. 


F.H.A. Installment Financing 


After the 1930-1933 depression, we come to the dawn 
of a new era in the modern history of installment sales 
financing, probably best marked by the introduction of 
F.H.A. in June, 1934. It is true that prior to 1934, 
terms on installment sales generally had lengthened some, 
in order to reduce monthly payments in an attempt to 
capture more of the scarce consumer’s dollar, but it was 
not until F.H.A. got under way with 3- to 5-year terms 
with no down payment on household appliances that 
terms really became extended, and soon the terms on all 
articles sold on time became longer and longer. At this 
point in our review it is necessary to recall in 1934 there 
were many economic factors that had never before been 
an influence. Previous term excesses were, as we have 
traced, due primarily to competition between finance 
companies. 

In 1934 there was not only the ever-present competitive 
element, but also the effect of the Government-sponsored 
efforts to pull the nation up from depression levels of 
production prices and wages. The banks were generally 
slow to take hold of F.H.A. and so were the sales finance 
companies, with a few exceptions, notably on the Pacific 
Coast. 

That there were abuses under F.H.A. in the early days 
when appliances were eligible, no one can deny, but 
neither can it be denied, at least in my opinion, that a 
great deal of good was done, and that the resultant loss 
ratios as reflected by F.H.A. during that period mark 
another epochal tribute to the inherent honesty of the 
man in the street. Indeed, if some dealers and some 
operators had had the same degree of honesty, the record 
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would probably have been as clean as for any other 
period in the history of installment financing despite the 
liberal terms. 


Trend of Installment Financing 


I remember the protests of many department store 
operators over F.H.A. terms. Unsound and demoraliz- 
ing, they said, but I believe that part of their concern 
was caused by visualizing the loss to banks of some of the 
profitable installment paper they carried on their own 
books. If there ever existed any good reason for ex- 
tended terms, it certainly existed in 1934, with the na- 
tional income shrunk to $54,000,000,000. It was neces- 
sary to extend terms in order to reduce monthly install- 
ments, a prime sales motivating factor with the consumer. 
Present at that time was another factor that should not be 
overlooked in any study of term trends and their result, 
and that was the prevailing levels of cost and the tech- 
nical and mechanical improvements of the merchandise. 

At this time, 1934, costs of radios, mechanical refriger- 
ators, and other items had dropped to a fraction of their 
pre-depression levels, and the former rapid pace of me- 
chanical changes and technical improvements in radios and 
appliances had slowed down to a comparatively steady 
yearly model change that did not disturb or weaken the 
equities of the purchasers. As a result, during this period, 
installment financing showed rapid gains in volume, due 
to expansion of sales from the stimulus of extended terms, 
while loss ratios were reduced due to the safety factors of 
lowered cost and less drastic mechanical changes and 
improvements. 

In 1937 an attempt was made by the sales finance 
industry, which now included a large number of banks, 
to reduce terms without any great degree of success. 
From 1938 on, an ever-increasing number of banks en- 
tered the installment financing business and also ex- 
panded their cash lending operations in the personal loan 
field, with the result that at the beginning of 1941, 11,554 
of the total 13,422 state and national banks had some 
form of consumer indebtedness on their books at Decem- 
ber 31, 1940, which in the aggregate totaled $1,469,- 
378,000. The volume of such loans made or contracts 
purchased showed a 40 per cent increase over 1939 and 
it is estimated by Kenton R. Cravens, chairman of the 
A.B.A. Consumer Credit Council, that banks now ac- 
count for one-third of all the volume of installment sales 
financing and cash lending. 


No Excuse Now for 
Excessive Terms 


This trend of consumer buying is significant, and its 
relation to the trend of terms makes for interesting study, 
especially in the light of present-day events and recent 
pronouncements that federal control of consumer credit 
terms with respect both to down payments and length of 
contracts is under consideration. 

The trend to the banks as the source from which the 
consumer seeks his credit accommodation and statements 
indicating Federal control made by prominent spokesmen 
portend further changes in the trend of consumer buying 
in my opinion. Another significant factor present today 
that has not been present since the beginning of the mod- 
ern era of installment buying is the war. 
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In the quotation from the Census report concerning 
the conditions that prevailed with respect to curtailed 
automobile production in 1917-1918; with the result 
that though manufacturers guaranteed credits, there was 
little or no loss on repossessions during that period. It 
is true that the terms of sales are not comparable, but 
there is a parallel in that curtailment of automobile pro- 
duction has been officially announced, and that there is 
ground for hope that losses that might result from the 
unsound terms now prevailing may be minimized. This 
thought, no matter how comforting it may be, offers no 
valid excuse for the excessive terms now available, with 
the national income approaching $85,000,000,000. There 
is abundant income at present for the purchaser to make a 
satisfactory down payment, and for him to liquidate the 
balance in something like the standard terms that pre- 
vailed prior to the depression when national income was 
at comparable levels. Strengthen terms in good times, 
lengthen terms in bad times, has always appealed to me 
as sound logic, proved by the experience of the past 25 
years. 


Leadership by Banks 


Some of this thinking finds a sympathetic ear among the 
leaders in the installment financing field, because I have 
discussed it with a number of them. What, then, delays 
establishing a better term structure? There are several 
reasons readily apparent. For one thing, competition as 
we have seen it, is even more keen than when it pro- 
duced the losses of 1927. Today, there are thousands of 
banks competing for the business. Banks are not pri- 
marily responsible for lengthening terms, but the effect 
of their competition forces other agencies to try to lure 
the consumer with the ever-potent attraction of smaller 
payments. In addition there is the competition of the 
Government through such agencies as E.H.F.A. and 
F.H.A. 

In the light of these conditions can a trend toward 
shorter terms and greater down payments be established ? 
I am certain that everyone is thoroughly convinced of 
the necessity of strengthening terms, and I for one am 
convinced that not only can sounder terms be established, 
but that consumer credit can be effectively controlled 
without resorting to the drastic proposals for curtailing 
consumer buying by means of requiring 50 per cent down 
and 10 months to pay, as has been proposed. It will 
require leadership, and I believe the banks can supply 
the necessary leadership, as is evidenced by the announce- 
ment of Walter B. French, Deputy Commissioner and 
Manager of Consumer Credit Division of the American 
Bankers Association at Buffalo, May 27, before the New 
York State Bankers Association. He said, in part, “Re- 
ferring to ‘pressure brought by a number of Washington 
agencies for a curtailment of installment buying,’ the 
terms finally agreed on by the Consumer Credit Council 
are in no sense a curtailment. They are the same as 
would have been suggested without any pressure from 
Washington. They suggest good practice and yet, in the 
light of current terms, especially in some parts of the 
country, they represent a definite curtailment. I prefer 
to think of it as an opportunity to stabilize an industry 
that needs stabilization. It is quite possible that the dis- 
cussions now going on and those that will take place in 
the next few weeks will result in benefits to everyone 


concerned, not only to the Government in its defense pro- 
gram, but also to consumer credit lenders and consumers 
as well.” There you have definite evidence of the leader- 
ship banking is providing to help bring about a return 
to sounder terms. 


Reduction of Terms Begun 


In addition, I believe it worthy of note to comment 
upon the recent endeavors to reverse the trend of terms on 
the Pacific Coast. To the best of my knowledge the first 
specific reduction of maturities was introduced by the 
Bank of America on February 15 of this year, when the 
rate charts for household laundry equipment were re- 
duced from a maximum maturity of 36 months to 30, and 
the minimum installments were increased with the result 
that on small balances the terms automatically were re- 
duced to 24 months. In addition, arrangements have 
been completed to revise the terms on all other household 
appliances financed by this bank effective July 1, 1941. 
Months have been spent in effecting this change and 
dealers have wholeheartedly cooperated. Time was given 
to reduce inventories that had been purchased when sales 
programs were predicated on longer terms. In this way 
there has been a minimum of disturbance to the public 
and the dealers. 


The established trend of consumer credit to banks, to 
me, is one of the healthiest signs in the picture. The 
buying public is conscious of the cost, and the advantages 
of establishing bank credit. Bank credit is the same 
source of pride and proof of character to the individual 
that it is to the businessman or manufacturer, large or 
small. Mr. Frank Caldwell, General Manager, Asso- 
ciated Credit Bureaus of America, speaking at the St. 
Louis Consumer Credit Conference, said something to 
this effect, “I foresee banks handling not only installment 
accounts but open accounts as well, so that in effect, re- 
tailers will confine themselves to merchandising and the 
banks will do the financing.” 


Federal Regulation of Terms Unnecessary 


Banks with their investment in the local community, 
have a vital interest in the welfare of their public. They 
are closer to the picture than any other financing agency. 
They are the only type of financing agency able to profit 
by deposits. In addition, their premises, their staff and 
their funds are already available. This means the operat- 
ing expense of providing consumer credit is less and that 
consumer credit can be extended by banks at less cost 
than through any other private lending agency. These 
savings mean, in the aggregate, millions and millions of 
dollars in added purchasing power that are going to be 
vitally necessary to help preserve the present American 
standard of living. I sincerely hope that banks taking 
the lead in bringing consumer credit at lower cost may 
mean that the average American worker may maintain a 
substantial portion of his purchasing power through the 
medium of installment buying, because installment buy- 
ing has made possible mass production which in turn has 
contributed so greatly to our progress. In my opinion, 
federal regulation of consumer credit terms is not vitally 
necessary to make the production facilities available for 
defense. If consumer goods production is necessary for 
defense, and no doubt much of it will be, wouldn’t it 
be better to curb production horizontally by priority 
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restrictions of raw materials or agreed reductions with 
the manufacturers, as in the case of automobiles? It 
would seem a much faster way to accomplish the objective. 

While Federal regulation of terms may not be vitally 
necessary to aid defense production because of other 
means already at hand, we must realize that unless slow- 
ing down of consumer demand is accomplished by doing 
a real job of increasing down payments and reducing 
terms, Federal regulation of consumer credit will be 
sought from an entirely different approach—price and 
inflation control. It would not be reasonable to assume 
that so great a factor of buying power could be left 
unregulated, particularly so if it is not sufficiently con- 
trolled through voluntary efforts, in view of the controls, 
price ceilings, quotas and other methods of regulation 
that are now applicable to so many enterprises. In fact, 
it takes little imagination to visualize Federal regulation 
regardless of the accomplishments of voluntary efforts. 
In my opinion there will be some Federal regulation of 
consumer credit, but it is still highly desirable for the 
banks, sales finance companies, cash lenders, retailers, 
and other purveyors of consumer credit to do everything 
possible to shorten terms, thus slowing down demand so 
that when regulation does become necessary it may be 
applied gradually to further reducing demand instead of 
having to be applied drastically because voluntary efforts 
have failed to achieve sufficient results. Let us work to 
the end that such control shall be as equitable as possible 
in relation to other established controls and at the same 
time as practical as existing conditions will permit. 

There is still another very important reason why the 
consumer credit industry should increase its efforts to 
make voluntary curtailment effective, and that is the 
industry’s obligation to installment purchasers. Unless 
everything is done that can be done to slow down demand, 
drastic regulation will be inevitable. Under such plans 
as have appeared in print calling for terms of 50 per cent 
down with a maximum maturity of ten months, large 
sectors of the installment market will be practically 
eliminated, while the cash buyer will occupy a preferred 
position, in that he is still able to buy available merchan- 
dise. Great care must also be exercised with respect to 
terms on used cars, which are in many instances the sole 
means of transportation for defense workers. 


The trend of terms for installment sales is already 
definitely toward shorter maturities and larger down 
payments. Shortages of merchandise are now beginning 
to appear, which in turn are causing retailers to be more 
selective on credit sales. There is no doubt that scarcity 
of products will strengthen terms. On the other hand 
defense bond purchases and taxes are going to reduce the 
consumer’s spendable dollar which may be expected to 
help keep terms within reason in order that available 
products may be sold. That is why it appears so desirable 
for the industry to make every effort to improve the 
situation now, because the corrective forces are already 
at work and to me there seems no need for panic or haste 
to drastically reduce terms either from the standpoint 
of credit practice or defense needs, but there is a great 
need for the industry to increase its efforts to voluntarily 
reduce terms to the basis that our historical review has 
shown to be sound, in order that drastic regulation will 
not be necessary to curb the inflationary power of con- 
sumer credit. 
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Consumer credit is a vital and absolutely essential part 
of the American way, and I hope it may never be said 
that the industry itself stood in its own path of progress 
by failing to heed the warnings that surround us. The 
public seems to have shown excellent judgment about 
when to go into debt and when to liquidate installment 
obligations, and I am of the firm opinion that the average 
installment risk can still be depended upon to do his 
part in keeping his promise to pay, provided the terms 
are within his ability to pay. Let us do our part by doing 
everything possible to cooperate with the Government 
in an endeavor to maintain consumer credit on a sound 
economic basis geared to the requirements of the present 
emergency. By so doing the degree of regulation neces- 
sary to accomplish the Government’s objective of control 
of inflation and prices will be minimized to the greatest 
extent possible. The steps already taken, the evidence 
of leadership, the established change in the trend should 
be incentive to us all to continue our efforts, and I hope 
that such may be the subject of resolution by your 
organization. 


Give Credit= 
Get Your Money 


‘me By 








Sam Anthony Ivey 
Assistant Credit Manager, Louis Pizitz 
Dry Goods Company, Birmingham, Alabama 


ERE is a credit and collection book different from any 
other you have seen. For this is a book that concentrates 
on the human side of extending credit and collecting money. 





It is a book that will pay its way in any credit department that 
has to deal with the individual consumer. 
Give Crepit — Get Your Money is the product of the author’s years 
of experience in dealing with and handling people — as bill collector, credit 
reporter, and credit manager. He puts the 
X-ray on Mn kg Public,” giving I pn 
H i - i r ol 
100% Practical | mi "ectvices ‘hie ‘good points and. Seek. 
The Credit Application nesses. He shows how to give him the credit 
The Credit Report necessary to get his business, then how to 
whe seawemts handle him and collect without loss. Here is 
ae yee forewarning that is forearming. 
‘assing on it 
The Credit Limit Shows How to Handle People 
Terms You sit in on an interview with the credit 
Controlling the Account applicant and watch the sparring that takes 
Posting ouace. You hear the credit man ask leading 
Credit and Collection questions that get the facts of the case. You 
Department Efficiency follow the development of a clear-cut picture 
T of Debtors of Mr. Applicant — his character, responsi- 
— bilities, his financial standing. 
Letters You are in the credit man’s office when 
Telephone Mr. Debtor is called ‘‘on the carpet” to pay 
Outside Collector up or else get no more credit. You see the 
Skips diplomatic, tactful way the skilled credit 
Repossession man gets the money without “killing the 
goose that lays the golden egg.” 
Agencies You are at the credit man’s desk when 
Bankruptcy and Wage Mr. Complainant refuses to pay for goods 
Earner Petitions charged to his account by a relative without 
Law Suits, Judgments authorization. You follow the artful, subtle 
Profit and Loss method used to get from Mr. Complainant 








an O.K. of the charge. 
Helps Reduce Risk —Keep Customer Goodwill 


Here is a preview of the credit user’s probable actions in his constant effort 
to “‘keep up with the Jones’.”” Being able to anticipate his moves is of first 
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loses it. There should be, therefore, no indemnities ex- 
Second, there should be no shearing of their 
It should be 
recognized that unless there are economic possibilities 
within the border of a nation, that nation is fertile soil 
for false philosophies. In time, the harvest of hate, 
prejudice, false leadership and war will again be gathered. 
Yes, the pattern of the future world must give “living 
room,” despite the fact that the words have been used 


acted. 
rightful territory from defeated nations. 


by those who are now brutally engaged in trying to 
dominate the world. They, however, have used it merely 
as a subterfuge and a camouflage to carry on their brutal 
conquests. 


What New World Order Should Give 


The world’s armament race and other such needless 
spendings must cease. The new world order should give 
us new conditions and new methods of life. But if we 
are going to meet these conditions and establish a peace- 
ful life, the immutable economic principles must be 
brought into full force. Are we, for instance, in this 
country, once peace has been concluded, going to embark 
again on a spending program to seek to establish pros- 
perity through spending other people’s money or spending 
something that has been accumulated in the past or is to 
be accumulated in the future? That is the perpetuation 
of the prodigal son theory with never a return and a 
willingness to do penance. It is uneconomic in all of its 
basic aspects. 

If, in our present defense effort, we are now to pre- 
pare for the future, we must recognize that the year 
ahead must be one of savings. Unless we today espouse 
a program of that kind we will not be in position later 
to effect a sound reconstruction. 


Our pattern must be conducive toward the investment 
of funds. We must get the wheels of private industry 
moving on their own if we are ever to reestablish a basis 
of sound prosperity. We must have the courage to 
undergo the temporary suffering and privation required 
before the plan takes hold. But once we undertake it in 
this way confidence will bound back. The wheels of in- 
dustry will begin to move. Remember, too, that the 
policy we in this country program after the war will be 
largely followed abroad. We are literally living in a 
goldfish bowl. The eyes of Europe will continue to be 
focused in our direction after the struggle is over. If we 
sanely reestablish ourselves, our pattern will be the pat- 
tern for a peaceful and prosperous Europe. If we un- 
selfishly take on our responsibility at the peace table then 
there is still hope for our crvilization. 


Our Responsibilities 


Yes, there will be a new world order as a result of 
trends that our generation will not see reversed. The 
war effort itself bears heavily on science, and science is 
engaged day and night in the production of goods to 
replace many of the products of nature throughout the 
world. This will alter business as we have known it. 
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Factories are being built in this nation to meet our 


war demand. What is to be their utility once peace 
ensues? Are we going to duplicate the farm problem all 
over again? During the last war we plowed under sixty 
million acres of pasture land and set them to crops. For 
over twenty years farm surpluses have been plaguing us. 
Is the unproductive capacity of this nation, as it exists 
after the war, going to be the means of making business 
on an earning basis almost impossible ? 

World investments are shifting. We in this nation 
will emerge with the heaviest stake in the world. Eng- 
land is liquidating many of her investments here and in 
other countries. After the war the returns from such 
investments as she has will no longer constitute the same 
share of her income as before. Can she continue to 
import in the fashion she has in the past, paying for a 
large share of these imports with her returns from her 
foreign investments? The answer is obvious. She will 
have to export more. That will mean added competi- 
tion for world markets. 

We in this country possess most of the world’s gold 
and credit. Are we going to allow it to be locked in a 
storehouse when the world is suffering? Are we going 
to be prolific in its distribution and donate it without 
thought of the contribution it may make to world peace? 
Here is a great responsibility we have and one we must 
discharge. In this gold that some people have frequently 
called a useless commodity we have, with the world in 
conflict, one of our greatest assets. Soundly used, it can 
materially aid the standard of living throughout the 
world. Only a shortsighted person would get the gold 
jitters, because he does not realize the tremendous influ- 
ence for good that gold can be. 


Problems Credit Executive Must Consider 


Are we going to pay for our defense program prin- 
cipally out of borrowed funds, loading the banks with 
Government bonds and thus build up a spiral of infla- 
tion? Or will we accept the tax burden that defense de- 
mands? One way out is the easy way, but it is only easy 
for the moment. It is cruel and inhuman and unjust to 
those who follow us. 

It behooves every credit executive to help in a pro- 
gram that will seek the employment of excess funds aris- 
ing in the present period of defense prosperity for three 
purposes. First, for the liquidation of private debt. Sec- 
ond, for the accumulation of savings to~meet the eventual 
rainy day. Third, for the purpose of absorbing Govern- 
ment bonds, which should be the storehouse of these 
surpluses. 

Is continental Europe going to use the next peace 
treaty as a stepping stone for future wars? It is all very 
well to speak of a United States of Europe, but, remem- 
ber, in Europe there are many different nationalities in- 
volved. There are hatreds and prejudices rooted in cen- 
turies of conflict. If you would appraise the task prop- 
erly, note well that in a short period of national life we 
fought a four-year war between the states, each side of 
which thought its cause was just, to determine whether 
one people could remain a union. The contemplation of 
this will indicate to you the difficulty for Europe to 
evolve such a pattern for peace. 

These are the types of problems that the average credit 
executive must consider. The manner of solution of 
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these problems will bear heavily upon our own domestic 
credit. All mankind will face a new, and what could 
easily be a cruel, world. But there is a ray of hope and a 
ray of light. We know that the mass of the people now 
engaged in conflict are determined that future leadership 
will not again bungle the world’s affairs. They will be 
a bulwark against the belief that the world must in- 
evitably fall into a state of disintegration. 


When peace ensues there will be the greatest need the 
world has ever known for housing, for rehabilitation of 
industry, for the necessities of life, for the replenishing 
of storehouses, wardrobes and granaries, for the re-equip- 
ment of industry for peacetime purposes. We in this 
country have the credit and production facilities. The 
world needs the goods. Whether or not we drift into 
a new dark age depends upon the type of reconstruction 
program and its management. It remains for us and 
the other nations to find the ways and the means to 
satisfy these tremendous wants. If they can be found, 
then our period of transition from a war to a peacetime 
basis is going to be easier. We can, through bringing 
economic recovery to other lands, make the greatest con- 
tribution to world peace that has ever been known. 


Let us realize that we have a two-fold responsibility. 
The first is to get our own house in order. Let us liqui- 
date some of the false philosophies that have arisen in 
our own country. Let us abandon the cowardly method 
of boot-strap prosperity through a prodigal spending pro- 
gram. Let us make up our minds that we too must face 
a period of sweat and toil and tears and sacrifice. Let 
us recognize that in accepting this we will go a long way 
to regenerate that strength of character so largely re- 
sponsible for world progress in bygone years. 


Program for Economic Reconstruction 


Our second responsibility is to use our resources judi- 
ciously to aid the world in a sound economic reconstruc- 
tion. This program calls for delicate handling. Let us, 
above all, not bring disrespect for money and credit by 
passing it out without thought of reason or consequence. 
That would only be a distinct disservice to the world. 
Let us dedicate ourselves to its proper distribution, limit- 
ing its use to peaceful purposes, to economic stability and 
thus do our share as world citizens in once again starting 
the march that will eventually lead to a higher standard 
of living and economic prosperity throughout the world. 


If the world at large could bring to its people the ad- 
vantages which science has privileged the American peo- 
ple to enjoy in their daily life. a great contribution to 
permanent peace would be made. There is a need for 
the development of electric power so that its use can 
help lift the burden now on the backs of the millions of 
people engaged in primitive work. There is a tremendous 
need for health systems and health centers so that the 
health of the people of the world can be brought to a 
higher standard. 

If our credit can be effectively used for these produc- 
tive purposes then we can win a battle much more im- 
portant than any military victory ever recorded, a vic- 
tory for peace. It would eliminate the drudgery and 
burden, the disease and misery so prevalent now in so 
large a part of the globe. In such a world the false 
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philosophies previously referred to could scarcely take 
root. That is the purpose to which I think our credit 
and our gold should be dedicated. That is an objective 
most worth while. 


This type of program will help eliminate dictators. 
This type of program will dry the tears and bring forth 
the peaceful and contented smiles of a well-ordered peo- 
ple. This must be our answer to the doctrine of hate and 
strife, of immorality and destruction that is spewed 
forth by the cynical, the unbelievers, the misleaders of 
entire peoples. This type of program will put fear into 
the stony hearts of those who are responsible for the suf- 
fering of mankind. This type of program will reveal 
that man is truly possessed of a soul worthy of his 
Creator. Let us, in carrying through this type of pro- 
gram, have ever in mind these words of William Penn: 
“Men must be governed by God or they will be ruled by 
tyrants.” For it is true, in the words of the Biblical 
Psalm, that: Unless the Lord guardeth the city, in vain 
do its guardians watch it. 
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~ Lancaster Credit Men Elect 
D. D. Bolen New President N.R.C.A. At their annual banquet on May 26, the Retail Credit 
David D. Bolen, Credit Manager, Younker Brothers, Association of Lancaster, Pennsylvania, elected the 
Des Moines, Iowa, was elected President of the National following officers and directors hee the ensuing year: 
Retail Credit Association at the Twenty-Ninth Annual President, George H. Rife, Groff & Wolf Co.; Vice- 
Conference and Credit Sales President, William C. Nagle, Sears, Roebuck & Co.; 
Forum in New York City, Treasurer, Miriam Hess, Lancaster Newspapers; and 
June 18. He succeeds Erwin Secretary, M. C. Gigl, Merchants’ Guarantee. Direc- 
Kant, Credit Manager, Ed. tors: Clair Duke, Henry F. Weiss, and Mrs. Margaret 
Schuster & Co., Milwaukee, D. Jacobs. 
Wis. 





Mr. Bolen served the Des 
Moines Retail Credit Asso- Positions Wanted 


ciation as President for two 














years. He is a former Na- Crepit-CoLLEcTION EXECUTIVE with 12 years’ exten- 
tional Director and former sive consumer credit experience. Presently employed. 
Director of the Sixth Dis- Desires to market services to better advantage over 
trict, N. R.C. A. He isa present connection. College graduate. Married. Age 
Director of the Iowa Build- 40. Address Box 71, Crepir Wor Lp. 

ing Loan and Savings Asso- 


CrepirT MANAGER OR CONTROLLER: Age 45, eight- 
een years’ successful experience. Good personality and ex- 
cellent health. Can furnish excellent references. Address 


Box 53, Crepir Wor Lp. 


ciation ; a member of the Des 

D. D. Bolen ‘ieee a : 
Moines Consistory No. 3, 
ZaGaZig Temple Shrine, and Kiwanis Club. Married, he 
is a member of the Methodist Church. He has been 


associated with Younker Brothers for eighteen years; ConTROLLER: Thorough experience in all phases of 
starting as cashier and clerk, then outside collector, man- accounting, credit management, law and taxes. Five 
ager adjustment department, and divisional Credit Man- years senior accountant with national firm of public 
ager. He was appointed credit manager in 1934. accountants; credit and office manager of retail depart- 
H. J. Burris, Credit Manager, John Taylor Dry Goods ment store; office manager of industrial firm. Now 
Co., Kansas City, Mo., was elected First Vice-President. employed but desire better situation. Address Box 72, 
L. S. Crowder was reelected General Manager-Treasurer, Crepit Wor p. 
and Arthur H. Hert reappointed Secretary. The Direc- OrrFicE or Crepir MANAGER: University graduate, 13 
tors from the various Districts were ratified by the con- years’ experience as office and credit manager with 
vention. A complete list of officers and directors of the present firm doing large retail and wholesale business. 


Association will appear in the August Creprr Wor p. Two years advertising and sales promotion. Excellent 


background, unusually fine record, and best of references. 


District Two at New York Age 37, married; location secondary to opportunity. 





The election of officers and directors of District Two Address Box 73, Creprt Wor. 
took place at the New York Convention, with the fol- CREDIT AND COLLECTION MANAGER: 20 years’ ex- 
lowing results: President, Stannard M. Butler, Schenec- perience. Seeking new connection; handled up to 5 mil- 
| tady Union-Star, Schenectady, N. Y.; Vice-President, lion volume, sixty thousand monthly accounts, fifteen 
| Francis Fitzpatrick, Kresge Dept. Store, Newark, N. J.; thousand installment accounts. Accustomed to accounts 
and Secretary-Treasurer, Joseph M. Martin, Hurley- promotion. Prefer Eastern or Great Lakes section. Ad- 


Tobin Co., Trenton, N. J. Directors: Mrs. Jean Smith, dress Box 75, Crepir Wor tp. 
The Gorton Co., Inc., Elmira, N. Y.; Joseph Coughlin, 
Rockland Light & Power Co., Nyack, N. Y.; W. A. 
Armstrong, C. G. Gunther’s Sons, New York, N. Y.; Help Wanted 
Charles Nelson, Montgomery Ward & Co., Albany, N. 
Y.; and Gerald Brooks, McFarlin Clothing Co., Rochester, 
N. Y. Edward E. Ott, H. B. Graves Co., Rochester, 


N. Y., was elected National Director. 














Pusiic RELATIONS AND Contact MAN wanted by 
Fifth District, Associated Credit Bureaus of America. 
Good salary. Experience in actual bureau management es- 





Gor Sale sential. Give age, education, and business experience for 
past ten years in first letter, as well as photograph. All 

ELECTROFILE EQUIPMENT—Change in system compels replies will be strictly confidential and should be ad- 
us to dispose of number of brand new Electrofile units dressed to Carson L. Bard, President, Fifth District, 
complete with trays. Will sell singly or in lots. Address Associated Credit Bureaus of America, 812 Marion E. 





Box 74, Crepir Wor LD. Taylor Building, Louisville, Kentucky. 
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meet the needs of his family, and his spending at that 
time will be of general economic benefit to the country. 

What is necessary all along the line, therefore, is self- 
control. Higher taxes, defense savings, price-stabilization 
orders—all of these will furnish a measure of protection 
against the dangers of inflation. But without the volun- 
tary assistance and cooperation of business men who 
occupy such a strategic position in our national economy, 
no real success is possible. In all of our considerations we 
must take into account the national good. We can no 
longer be a nation of small ambitions and of petty selfish- 
ness. We must unite in a single ambition to perpetuate 
our democratic way of living and of the liberties of our 
priceless heritage. 

Do not think that I believe for one moment that this 
country cannot meet and overcome any force or any 
combination of forces that may threaten our institutions. 
Come what may, this nation will survive! We have the 
men, the money, the resources, and the courage to with- 
stand any assault and to triumph over any foe. But to 
do the job, to make ourselves so strong that no one will 
dare question the determination to preserve our nation’s 
democracy, we must stand shoulder to shoulder, each 
ready to do his part. We must submerge those things 
that do not contribute to the national defense. 


Defense Machine Well Oiled 


Let us admit thut in the beginning our defense machine 
creaked a little from idleness and disuse. Let us admit 
that in the beginning our machine had difficulty in keep- 
ing on the main highway and showed too much of a 
tendency to turn off on side roads. Some employers, for 
example, continued a rear guard battle against inevitable 
economic and social changes; some labor leaders refused 
to distinguish between just payment for honest toil and 
tribute exacted in a grave emergency; and some indus- 
trialists were too greedy for war profits. But now our 
defense machine is well oiled. It is moving ahead at an 
accelerated pace day by day. 

Amidst the welter of confusing economic concepts there 
are many factors which furnish a source of confidence, 
things which do not receive much comment but which, 
nevertheless, are weather vanes of successful cooperation. 
Business management, for example, is working longer 
and harder hours today with no strikes, no sit-downs, 
not even week-ends to furnish respite from its new 
double responsibility. Labor too is giving a good account 
of itself, despite some newspaper headlines to the con- 
trary. It should be remembered that while a few strik- 
ing thousands are receiving wide publicity for their 
obstructive tactics, the working millions are quietly on 
the job. What is more, the subversive elements motivat- 
ing the conduct of some misguided labor leaders are 
now being put into firm check. Finally, and this is the 
keynote of my remarks to you this afternoon, both Busi- 
ness and Government are cooperating efficiently and 
effectively, as never before in the history of our country. 
The Government is receiving invaluable assistance not 
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only from the mills and the factories participating in 
the defense program, but also from those individual 
business men who are devoting their time and efforts to 
defense work throughout the land. Many men of skill 
and experience, executives both big and small, are work- 
ing harder for the Government now at a dollar a year 
than they ever have for their own companies at high 
salaries. 


Forward America! 


I am sure that as a consequence of this common effort 
there is today a growing respect, a better understanding, 
between Business and Government. Whatever is good 
for this country now is vital to this country after the 
conflict is over. What we all want is a stronger, happier 
nation to pass on to our posterity—a nation which is 
plentiful, and sound—free of sickness, ignorance and 
poverty, and abounding in those civil liberties which are 
so precious to our American tradition. These defense 
measures of today are, therefore, merely steps in the 
forward march to the attainment of that assured future 
for our country—a country which has grown to leader- 
ship among the nations of the world, with a leader's 
privileges and responsibilities—a country whose future 
is the salvation of the world. 
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faults and their virtues, their characters and their poten- 
tialities, far more than the average man. 


Exercise Individual and 
Collective Leadership 


This is the time for you to exercise your individual and 
collective leadership in the institutions where you are 
daily employed and in your communities where you live. 
There never was a time when dependable leadership was 
more needed, and this is not confined entirely to the situs 
of your domicile. This famine of leadership is also ob- 
viously lacking in other great centers of “capitol” im- 
portance. 

But, while today is difficult, let us hope and pray to- 
morrow is not far distant when the sun will shine again. 
Time marches on! And sooner or later these troubled 
days of strife and conquest; of avarice and greed; of 
piracy and power destroying the peace of the world, are 
bound to end. We will then recognize, I hope and pray, 
the birth of a new democracy here and in other parts of 
the world. A united people will build the new America. 
A nation set free from fear, hate and greed. A nation 
that holds the secret of the new world. It will not be 
as of old; a democracy merely of opportunity for monetary 
and material gain and power. It will be a democracy 
with an entirely new opportunity. The opportunity for 
human service when each and every one of us will be 
more interested in serving our fellow-man than in striving 
to see how much money we can make out of him or with 
him. When that day arrives we may be able to thank 
God that we have survived and are still able to pursue a 
new and better way of our American life. 
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The Barometer 


The recession in April in industrial production due to work stoppages was quickly recovered 
and the Barometer chart line for May rose to a new peak. 
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This barometer appears in the July issue of ‘“‘Nation’s Business,” published by the United States Chamber of Commerce. 


The Map 


The trend in industrial activity and in agricultural conditions 
continues to be upward, Factories are producing over 25 per 
cent more goods than they were a year ago. In several major 
lines the increases have been even greater. Consumer buying is 
close to 15 per cent higher than last year. 

The greatest gains in production and jn trade have been in 
the industrial regions of the East and around the Great Lakes. 
In the Pacific Coast states the advance has been almost as great, 
and conditions there have improved more than the average for 
the entire country. 

A striking fact about the trend during recent months is that 
the improvement is taking place much more uniformly through- 
out every section of the country than it usually does. The 
Government policy of placing defense ccntracts as widely as 
possible has done much to promote this uniformity. 

When the defense program started, the stimulus tu industry 
was greatest in the East because factories and steel mills there 
were more nearly ready for the greatly expanded rate of pro- 
duction. 

The rising prices for agricultural commodities and for in- 
dustrial raw materials are responsible for the upward trend in 


the farming regions of the Middle West and in the mining dis- 
tricts throughout the West. Favorable crop prospects in the 
winter wheat territory and in the South have stimulated con- 
sumer buying in most lines of trade over widespread areas. 
Conditions in the oil industry have become somewhat more 
favorable and this improvement has been reflected in improved 
trade in those regions where oil is produced. 

Large shipmen‘s of goods abroad and larger imports have 
speeded up activity in cities along both the Atlantic and Pacific 
coasts and at the ports on the Gulf of Mexico. At some points 
these shipments are the largest in many years. 

The high rate of shipbuilding has also stimulated business in 
cities along both coasts. Much of the aircraft manufacturing is 
also located in these regions. Employment in these two indus- 
tries has been increasing at the rate of close to 15,000 persons 
a month, and pay rolls are rising rapid'y. The result is addi- 
tional retail trade and greater business activity. 

In Canada the most striking improvements have been made 
in the industrial regions north of the Great Lakes. Factory 
output in many lines is over 40 per cent higher than even the 
high rate of a year ago. 
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